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THE HISTORY AND PRESENT APPLICATION OF 
THE QUANTITY THEORY. 


THE prolonged discussion over the so-called quantity theory 
of the value of money has brought the problem of prices but 
little nearer to a solution. The controversy, in fact, appears to 
be as far from even a provisional settlement as ever. It is true 
that recent criticisms have brought about a slight change of front 
on the part of those who hold to the quantity doctrine, but the 
general situation remains essentially unaltered. Recent mone- 
tary discussions, moreover, have directed attention very power- 
fully to the price question, and the quantity theory has been put 
forward as an easy explanation of variations in prices, and of all 
the phenomena which accompany these variations. 

In this respect the present is closely analogous to other 
epochs. Variations in prices, however slight, are always of suf- 
ficient importance to demand explanation, and where changes in 
the circulation occur contemporaneously with these variations in 
prices, it is natural enough to reason directly from the one to the 
other, as cause and effect. For many years the quantity theory 
has, in nearly all periods of inflation, contraction, or monetary 
disturbance of any kind, been urged as affording a full explana- 
tion of such movements by referring them directly to changes in 
the volume of the circulation. The quantity theory is unques- 
tionably playing no insignificant ré/e in current monetary discus- 
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sions, but in many instances its real content and character as well 
as its historical evolution are mistaken or overlooked. The nat- 
ural history of the doctrine, therefore, demands examination. 


I 


Locke was one of the first to attribute the value of money to 
its relative quantity." In his Considerations of Interest he attacked 
the problem of the value of money as a question simply of its 
quantity as compared with the amount of commodities for which 
it is offered. Starting with the idea of money as a [sort of] 
counter or title to a certain aggregate of commodities,? he put 
forward the theory that, whereas money in itself satisfies no 
human want, its supposed value may be regarded as imaginary or 
conventional. From this he reasoned that, since the volume of 
commodities, in the world cannot be instantly increased or 
diminished, a change in the number of counters or pledges can 
have no influence upon commodities. The total of counters, 
then, whatever it might be, represents at any moment the same 
real quantity of values and hence the inference was naturally 
drawn that a change in the number of counters would directly 
result in an opposite change in the value of each counter or unit 
of money. Thus, since money itself is devoid of value and at 
any moment the quantity of commodities which each money-unit 
can command depends solely upon the number of such units, the 
general conclusion was reached that the “intrinsic value of silver 
and gold is nothing but their quantity.’’* Locke thus completely 
neglected the fact that, although, as he had himself seen, the 
metals possessed a value in use, the “intrinsic value” of the 
metals could not depend upon exchangeability alone since with- 
out intrinsic value exchangeability could in nowise exist.‘ Never- 

*BopIN in his Repudligue had enunciated the doctrine in fairly distinct form. It 
had even been noticed by Oresme, Copernicus and others. In the little volume enti- 
tled Britannia Languens, as also in certain other mercantilist writings, something had 
been said of it. Coke and others mentioned it incidentally. 

* Consequences of the Lowering of Interest, etc. (McCulloch’s ed.), p. 233. 

3 Jbid., p. 233. 

4Cf. Bonar, Philosophy and Political Economy, p. 97. See also ZUCKERKANDL. 
Theorie des Preises. 
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theless, he did not entirely overlook the influence of commodities 
in fixing price. Any improvement or retrogression, indeed, in 
modes of production, whereby cost of production was lowered or 
raised, would have no effect upon price, unless the commodities 
in question were actually so increased or decreased; but once a 
change in the volumes of commodities offered for sale was 
brought about, the proportion between money and goods would 
be similarly altered.* In all this, he seems to have had in mind 
a strictly static economy where demand for commodities(as ¢. g., 
food products) might be considered constant and account need 
be taken simply of the supply thrown on the market.’ 

The idea that goods might be stated in terms of one another, 
and that when so stated they could be referred to money as a 
common denominator, seems entirely to have escaped Locke, 
and the cost of production of the money metal he consciously 
neglected. In all this reasoning, however, he assumed a definite 
rapidity of circulation, that being, in his view, one of the ele- 
ments of the money supply. The quantity theory, then, as 
Locke stated it, assumed certain invariable elements. Granted 
that commodities are unaltered in amount or in conditions of 
production, that exchanges are constant in number, that the 
mechanism of exchange is the same in its general character, 
that population and the rapidity of circulation are essentially 
unchanged —prices will depend upon the quantity of the money 
supply. And by supply seems to have been meant simply the 
quantity of money in circulation. This statement, of course, 

*“ The value or price of all commodities, among which money passing in trade 
is truly one, consisting in proportion; you alter this, as you do all other proportions, 


whether you increase one or lessen the other.”"—Comseguences of Lowering the Rate of 
Interest, p. 249. 

2“ Money, whilst the same quantity of it is passing up and down the kingdom in 
trade, is really a standing measure of the falling and rising value of other things in 
reference to each other and the alteration in price is truly in them only. But if you 
increase or lessen the quantity of money current in traffic in any place, then the aiter- 
ation of value is in the money, and if at the same time, wheat keep its proportion of 
vent to quantity, money, to speak truly, alters its worth and wheat does not, though it 
sell for a greater or less price than it did before.” —Jbid. 


3 Jbid., pp. 234 et seg. 
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proceeded upon the assumption that the volume of the circu- 
lation can be increased or diminished at will. And, since 
money in circulation was taken by Locke to mean money actually 
exchanged for goods, the quantity theory, as he enunciated it, 
ultimately amounted to no more than a statement that if more 
money is exchanged for a given volume of goods fewer goods 
are exchanged for a given amount or unit of money, or, in 
ordinary language, prices rise, and the converse. The theory 
was thus no more than a statement of self-evident fact. It did 
not even assume to be an explanation of fluctuations in prices. 
The background of Locke’s quantity theory is tolerably 
familiar. Attention to the cost of production of gold and silver 
and of general commodities had completely lapsed. Prices, 
which, before the discovery of the American gold mines, had 
been unusually low, had risen considerably and were now on a 
much higher plane than for many years had been the case. 
This change was almost universally ascribed solely to the increase 
in the quantity of the precious metals. Methods of production, 
distribution and exchange seemed to be substantially the same 
as they had been, and the diminished purchasing power of. the 
money unit was not unnaturally attributed to the greater abun- 
dance of the money metal, for the idea of cost of production, 
as applied to the precious metals brought from America, seemed 
utterly inapt. No extended use of paper currency was possible, 
and the price-question seemed to have reduced itself to an 
axiomatic statement. As a natural consequence of the condi- 
tions just outlined, the progress made in the study of prices, 
immediately after Locke’s time, was but small. The doctrine as 
he had stated it was substantially accepted, and was from time 
to time repeated by various minor writers on commercial subjects. 
Montesquieu’s treatment of the quantity theory, contained 
in the Esprit des Lois, was of more interest than any discussion 
of the subject since that given by Locke. It was no attempt at 
a dynamic theory of prices, but, like Locke’s, was simply an 
effort to explain the relation existing between money and goods 
at any particular moment. The fundamental assumption upon 
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which he proceeded was that all commodities are to be regarded 
as a demand for money, or, in other words, are to be exchanged. 
Locke had not specifically made this assumption, though he had 
tacitly taken it for granted that there are at any time a perfectly 
definite number of commodities which are to be exchanged. 
But Montesquieu went much further than Locke, in assuming 
that all goods represent certain units of money." Commodities are 
conceived to be divided into units, the number of such units in 
the case of each commodity being decided by the subjective 
value placed upon that commodity; and the volume of money 
in the country being similarly conceived to be subdivided into a 
number of portions equal to the aggregate number of the com- 
modity units. Whatever, then, should increase the quantity of 
coined money would increase the amount of money exchanging 
for one of the commodity units and vice versa. It is true that 
Montesquieu saw clearly enough that all commodities are not 
daily offered for money, but he argued that they might, none 
the less, be regarded as a potential supply which could at any 
moment enter the market in exchange while hoarded coin, or 
bullion which might be turned into coin, might, in an analogous 
way, be regarded as constituting a reserved or potential demand.” 
His theory thus differed, in an essential respect, from that of 
Locke, inasmuch as Locke established a relation simply between 
money in circulation and goods offered for sale. The element 
of barter was thus practically overlooked. 

The quantity theory, as stated in this rigid form, received 
little immediate criticism. The conditions of the period were 
precisely such as to foster belief in a doctrine based simply upon 

* Esprit des Lois, book xxii. chap. viii. sec. 1. 

?Si l’on compare le masse de |’or et de l’argent, qui est dans le monde, avec la 
somme des marchandises qui y sont, il est certain que chaque denrée ou marchandise 
en particulier pourra étre comparée a une certaine portion de la masse entitre de l’or 
et de l’argent. Comme le total de I’une est au total de ]’autre, la partie de l’une sera 4 
la partie de l'autre. Supposons qu’il n’y en ait qu’une seule qui s’achéte et que le se 
divise comme l’argent, cette partie de cette marchandise répondra 4 une partie de la 
masse de l’argent ;— mais comme ce qui forme la propriété parmi les hommes n’est 


pas tout a la fois dans le commerce, et que les métaux ou les monnaies qui en sont les 
signes, n’y sont pas aussi dans le méme temps, les prix se fixeront en raison composée 
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the mercantilist ideas regarding money, and those who men- 
tioned the subject of prices at all usually accepted the quantity 
doctrine without hesitation. Bishop Berkeley, writing in 1735, 
enquired, as if putting a self-evident truth, “whether ceteris 
paribus it be not true that the prices of things increase as the 
quantity of money increaseth and are diminished as that is dimin- 
ished.”* Hutcheson gave expression to the theory in the same 
rudimentary form,? and most of the writers on trade and com- 
merce either restated it, or directly implied a belief in it. Decker 
declared that ‘according to the degree of money possessed by 
nations, the prices of their commodities and therewith the value 
of their lands rise and fall in proportion.”3 Much the same was 
said or implied by Gee,‘ Child,’ and various others. 


II. 


The first real attack upon the quantity theory as a doctrine 
of prices seems to have come from Steuart. He, of course, did 
not dissent from the doctrine in the empty, truismatic form in 
which it had been stated by Locke and the earlier writers,® but 
he objected to the premises upon which they proceeded. He 
regarded coined money simply as one in the general aggregate 


du total des choses avec le total des signes qui y sont aussi et comme les choses qui 
ne sont pas dans le commerce aujourd’hui peuvent y étre demain, et que le signes qui 
n’y sont point aujourd’hui peuvent y rentrer tout de méme, l’établissement du prix 
des choses dépend toujours fond tal t de la raison du total des choses au 
total des signes.—MONTESQUIEU, Lsprit des Lois, book xxii. chap vii. sec. 1. 

* Querist (1751), p. 63. 

*“ An increase of both metals by copious mines naturally abates the value of both 
without any change of the names... . . Were the mines quite drained and the quan- 
tities of these metals much diminished by the various uses of them in plate, dress, and 
furniture, their value would rise again, or as we should vulgarly say, the rates of goods 
would fall—HuTCHESON, A System of Moral Philosophy, bk. ii. p. 62. 

3An Essay on the Causes of the Decline of the Foreign Trade (Dublin, 1751), pp. 
70, etc. 

4 Trade and Navigation of Great Britain. 

5 Discourse of Trade. 

®“ Were there a determinate proportion between certain quantities of gold and 
silver and certain quantities of other things vendible, I do not see how prices could 
vary while the proportion of quantity to quantity between metals and things remained 
the same.”—STEvART (London, 1805), vol. ii. p. 272. 
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of commodities. Price is the ratio in which these commodities 
exchange against one another, though it is commonly stated or 
expressed in terms of money. Consequently, we must seek for 
a much more incisive and competent theory of prices than one 
which posits a static economy, and which by assuming the essen- 
tial elements in the problem shirks the whole difficulty. Accord- 
ingly, he regarded the forces acting upon prices as of three 
sorts—those exerted by demand, supply, and the interaction 
between the two, or competition. These forces he classified as 
(1) the abundance of the things to be valued, (2) the demand 
which mankind make for them, (3) the competition of. the 
demanders and (4) the extent of the faculties of the demanders,” 
From these general principles, he concluded that the specie of 
any country might, therefore, be “augmented or diminished in 
ever so great a proportion, commodities will still rise and fall 
according to the principles of demand and competition and these 
will constantly depend upon the inclinations of those who have 
property or any kind of equivalent whatsoever to give, but never 
upon the quantity of coin they are possessed of.’ 

Steuart’s position was thus one of revolt from the inadequate 
explanations of prices previously put forward. Nevertheless, it 
met with but scant favor, and the quantity theory in an extreme 
form continued to receive general approval.? It was crudely 
stated by Young’ and others, and even by Hume. Hume, 


*Sir JAMES STEUART, Enquiry into the Principles of Political Economy, vol. i. p. 
400. 

* Young, in his Political Arithmetic, says in criticism of Steuart’s position: “I 
never understood either M. de Montesquieu or Mr. Hume to assert or mean that very 
great variations would not be frequent independently of the quantity of money. 
Nobody could suppose they were so short-sighted as to form such ideas: . . . . All 
such variations are perfectly consistent with the idea that the price of commodities will 
depend on the quantity of specie; because this idea is not relative to certain days, 
weeks, or months, or markets, but to general periods in which money has increased or 
decreased.”—Pp. 113-4. 

3“ The price of commodities will depend on the quantity of specie . . . . land 
fell in the last century . . . . because there was no comparative demand; people who 
have not money do not add to demand. . . . . Demand and competition appear to 
be the effects; money the cause.”—Folitical Arithmetic, pp. 114-5. 


‘It seems a maxim almost self-evident that prices of everything depend on’ the 
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however, did not accept it as a final doctrine of prices, but 
practically adopted Steuart’s point of view, regarding it as a 
statement of self-evident fact, although he made no attempt to 
. substitute any more thoroughgoing investigation of the subject. 

The treatment given to the price question by Adam Smith 
closely resembled in many respects that which it had received at 
the hands of Steuart. Smith clearly apprehended the inadequacy 
of the greater part of the price theories so far put forward and 
attacked the problem from a point of view radically different 
from that chosen by most of his predecessors. He set himself. 
consciously to work out the conception of cost of production 
with some of the fulness it deserved. Both commodities and the 
money metals were referred to labor as an ultimate standard of 
value, alterations in the value of either being attributed to cor- 
responding changes in cost of production. He allowed much 
less weight than his predecessors to the mere actual cost of the 
metals already in existence or in circulation.‘ Money, however, 
he did not regard as having any constant or stable cost of pro- 
duction. Hence, the money side of the price equation was to be 
influenced chiefly by the character of the mines which might 
happen to be in process of exploitation at any particular moment.” 
Smith thus broke utterly away from the older quantity theory as 
such. The price problem, in his opinion, was far too complex 
proportion between commodities and money, and that any considerable alteration on 
either has the same effect either of heightening or lowering the price. Increase the 
commodities, they become cheaper ; increase the money, they rise in their value. As, 
on the other, a diminution of the former, and that of the latter have contrary tend- 
encies.”" — HuME, “ Essay on Money” (Zssays, p. 316). 

*“ Gold and silver, like every commodity, vary in their value; are sometimes 
dearer and sometimes cheaper, sometimes of easier and sometimes of more difficult 
purchase. The quantity of labor which any particular quantity of them can purchase 
or command, or the quantity of other goods which it will exchange for depends always 
upon the fertility or barrenness of the mines which happen to be known about the time 
when such exchanges are made. The discovery of the abundant mines of America 
reduced, in the sixteenth century, the value of gold and silver in Europe to about a 
third of what it had been before. As it cost less labor to bring those metals from the 
mine to the market, so, when they were brought thither, they could purchase or 
command less labor.”—SMITH, Wealth of Nations, p. 23. 


2 Ibid. 
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to admit of an off-hand statement in terms of gold and silver and, 
as he discarded the mercantilist notions regarding the relation 
between money and wealth, he also laid aside the analogous set 
of ideas which stated price simply as a function of the money 
metals. Nor did Smith confine his exposition of the theory 
solely to the case of a supposititious money-economy. Little 
had been said of the influence exerted upon prices by the use of 
paper in the place of coin, save the general statement that the 
use of paper implied the cancellation of an equivalent amount of 
the demand for money. The inferences to be drawn from these 
rudimentary expressions of theory were not accepted by Smith. 
Paper, he maintained, will have no effect upon price. With a 
given average rapidity of circulation, a tolerably definite volume 
of money is required to effect the usual total of the exchanges of 
any country. At a moment when this work is all effected by 
actual coin, if an issue of paper be made, the immediate supply of 


money will be too great (upon the basis of the old price level) by. 


precisely the amount of the new issues. Part of the currency will 
therefore necessarily be retired from circulation. And as this 
retired currency will be too valuable to be kept idle, it will be 
exported for use in foreign countries. The paper being value- 
less at a distance from its place of issue, the particular portion 
of the currency to go abroad will be the specie formerly in cir- 
culation, so that the country will finally be left with precisely 
its former quantity of currency, save that this currency, instead 
of consisting of specie, as at first, will now consist of paper." 
Thus, according to Smith, the quantity of money in existence is 
absolutely innocent of effect upon the level of prices. In any 
given condition of society the amount of money needed is a 
fairly definite quantity. More than this amount will not circu- 
late, and consequently will have to find employment elsewhere. 


III. 


During the period from Smith to Ricardo little of moment 
was done toward solving the price problem. The monetary 


* Wealth of Nations, pp. 204 ef seg. 
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views of Smith received but scant attention, and the minor writ- 
ers who discussed money and prices recurred to the earlier theo- 
ries in their most unqualified form. Nevertheless, it was during 
this period preceding the promulgation of Ricardo’s views that 
attention was most strongly called to the question of prices. 
The violent fluctuations in prices, especially those of cereals, 
which largely resulted from the many perturbing influences of 
the war and the multitude of disturbances to production at 
home, were ascribed. to the numerous radical changes in the 
volume of the currency.'' The depreciation of the Bank of Eng- 
land notes, due to insecurity of redemption and uncertainty 
regarding the outcome of the war, had its effect also in inflating 
prices, and the quantity theory was brought forward as furnish- 
ing a sufficient explanation. It was under these circumstances 
that Ricardo undertook to discuss prices as related to the quan- 
tity of the circulating medium. 

Ricardo did not accept the ordinary statements concerning 
the relation of money to prices which were receiving such 
extended credence at the time of his writing. His theory of the 
value of money was substantially that of Smith—a rather 
extreme cost-of-production theory. The value of gold and sil- 
ver, he reasoned, like that of other metals, will depend upon cost 
of production, or, as he expressed it, ‘‘the quantity of labor nec- 
essary to produce them and bring them to market.’’* Com- 
modities are determined in their value in a similar way where 

*One example of the general tone of writers on prices at the time in question 
may be given. The doctrine is stated in Conversations on Political Economy (a text- 
book which gained some circulation) as follows: Caroline—“A deficiency of any 
article raises its exchangeable value, and consequently its price above its natural 
value ; thus a deficiency of gold or silver would make a smaller quantity exchange 
for the same quantity of goods as before, and therefore a loaf of bread would sell for 
less money, or, in other words, would be cheaper.” J/rs. B.— “Yes.” 

And again. Mrs, B.—“ If money by its plenty diminish in value, less goods will 
be given in exchange for it, it therefore enhances the price of commodities ; that is 
to say, their exchangeable value is estimated in money and renders them dearer. 


Whilst if money, by its scarcity, increase in value, more goods will be given in 
exchange for it; it therefore lowers the price of commodities and renders them 


cheaper.”— Pp. 326-7. 
? Works, (McCulloch’s ed.), p. 213. 
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they, within reasonable limits, may be increased in amount at 
will by a continuance of the usual processes of production. 

Thus the value of coined money would, under free coin- 
age, be solely determined by the relation between the costs of 
production of money and of the commodities for which it is 
offered in exchange." 

But the particular phase of the problem to which Ricardo’s 
attention was most strongly called was the case of an irredeem- 
able paper currency. And, as it is his discussion upon this part 
of the subject that has given rise to the greatest misapprehen- 
sion, it will perhaps be worth while to explain at somewhat 
greater length his theory of the value of irredeemable paper. it 
will be recalled that Smith had already put forward the view 
that an issue of notes, equal in amount to the volume of the 
metallic currency, would merely drive out the metal, since the 
circulation would then be redundant, and metal would be the ' 
only part of the currency that could be utilized abroad. Coin, 
held Ricardo, is precisely equal in value to similar weights of 
uncoined metal when coinage is free and mint charges do not 
exist.* But where a seigniorage is exacted the coin will possess q 
a value higher than that of an equivalent amount of bullion by 
the amount of the seigniorage charged.3 Paper money, since the 
amount of labor required for its production may be neglected, is 
to be regarded as having practically no intrinsic value, and 
hence the whole exchange value of the paper must be consid- 
ered a seigniorage.* By sufficiently limiting the quantity of 
paper in circulation, Government can maintain it at a par with 
standard coin. The same statement will hold true of coin 


* Works (McCulloch’s ed.), pp. 233 ef seg. 

*“While the state coins money and charges no seigniorage money will be of 
the same value as any other piece of metal of equal weight and fineness.”— /did., 
Pp. 213. 

3“ Tf the state charges a seigniorage for coinage, the coined piece of money will 
generally exceed the value of the uncoined piece of metal by the whole seigniorage 
charged, because it will require a greater quantity of labor . . . . to procure it.”— 
Lbid., p. 213. 

‘“The whole charge for paper money may be considered as seigniorage .. . . 
it has no intrinsic value.”—/¢id., p. 213. 
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which has been debased in pure content.'' Ricardo’s attitude on 
this point was primarily due to his neglect of one of the essen- 
tial characteristics of money. Reasoning from the supposition 
that the value of any commodity is alone dependent upon the 
amount of labor required to produce it and bring it to market, 
he forgot, or neglected, the fact that money is really a claim 
upon other commodities. Government legal-tender notes, 
therefore, can only have a value in so far as they are regarded 
as promises to pay commodities, or some sort of money which 
will universally command commodities. The fact that paper 
money may, from one point of view, be regarded as having no 
cost of production, however, led Ricardo to disregard the func- 
tion of money just spoken of, and to treat money as if its only 
source of value lay in the circumstance that it is to be used as a 
medium of exchange. The amount of money work being sup- 
posed constant, and the price-level in terms of coin being 
stable, there would be no reason why the amount of money 
which would just exchange this definite number of commodities 
at the specified coin price should not retain a value equivalent 
to that of an equal aggregate quantity of coin. 

There can be no doubt that Ricardo attached considerable 
importance to this theory of the value of irredeemable paper.’ 
But it is quite clear that he did not extend it to coin, save in 
cases where the power of coinage rested solely in the hands of 
the government. In such a case, the emission of coinage being 
a monopoly, it would, he believed, make little difference what 
might be the value of the metal involved. The quantity of 
commodities demanding exchange and the price level being 
unchanged, it is clear that the number of money pieces required 
to perform the work of exchange will bethesame. And, if there 
be a need for a definite number of money pieces, Ricardo held 
that they will still exchange for the same amount of commodities 


*“ By a limitation of its quantity, a debased coin would circulate at the value it 
should bear if it were of the legal weight and fineness.”— Works (McCulloch’s ed.), 
p. 213. 

* Jbid., p. 214, etc. 
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as before, there being no possibility of their increase at the 
hands of private individuals. 

Thus the price theory of Ricardo was not intended to apply, 
even in the remotest way, to a régime of free coinage of the 
metals. Under such a régime his doctrine was purely that of 
comparative cost of production. It is owing to his looseness in 
the use of such terms as “money,” etc., without the repetition 
of the limiting clauses intended to be understood, that Ricardo 
has so frequently been regarded as an adherent of the earlier 
quantity theory." 

The Ricardian doctrine, although of such a nature as has just 
been outlined, was at once seized upon by contemporaries and 
freed from the careful limitations and restrictions which had 
been imposed upon it by its author. Certain inadvertent state- 
ments, where the implied qualifications had been omitted, were 
taken as affording support to the quantity theory, and were 
repeatedly restated in the effort to substantiate the claim that 
the continued fluctuations of English prices were attributed 
solely to the changes in the volume of the currency.” 

This idea, however, was not accepted by Senior, who, 
although he, in one respect, gave in his adherence to a modified 
form of the quantity theory, nevertheless differed very radically 

* Ricardo’s theory as applied to the influence exerted by convertible paper upon 
prices was not essentially different from that stated or implied in the writings of Smith. 
Both believed that convertibility of paper merely acted as a check upon over-issue. 
Should convertible paper be over-issued it would not, in that case, depreciate, since it 
could immediately be redeemed and so reduced in amount. If some power could 
safely be trusted to regulate an irredeemable paper currency in such a way that only 
the amount “needed” would, at any time, be in circulation it would not at all differ 
in its influence from a convertible paper currency. Ricardo’s point of view was 
essentially a national one and he does not seem to have contemplated the possible case 
of an issue of paper by all nations which would result in a wide disuse of money. 

? The almost exclusive theory is that which refers all the phenomena of high 
prices from 1792 till 1819, and of the comparatively low prices since 1819, to alterations 
in the system of our currency, holding all other circumstances that can have had any 
influence to be so subordinate as not to be worth mentioning. 

“These opinions . . . . admit, as I conceive, of being shown . . . . to be wholly 
erroneous.”—TOoKE, History of Prices, vol. i. p. 2. 

Mushet tried to account for all the phenomena of prices by the state of circulation. 
— Treatise on Currency (see e. g. p. 66). 
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from the monetary doctrines put forward by his contemporaries. 
His theory, while it by no means neglected the influence of cost 
of production as applied to commodities, went to the extreme 
on the money side of the price-equation. While it is clearly 
recognized by Senior that changes in cost of production of 
commodities must affect price,’ it is boldly reasoned that any 
change in cost of production of gold would affect price in a 
degree precisely equivalent to that of thischange. ‘If the cost 
of obtaining gcld should increase 5 per cent. corn would fall 
from three guineas to three pounds a quarter.”* But, where cost 
of production is zero (¢. g., in the case of an issue of irredeem- 
able paper), and where the conditions of the production of com- 
modities remain the same, the quantity of money (money being 
taken to include notes) is the sole price regulator. 

Senior, moreover, touched upon a point which, before his 
time, had been neglected. This was the influence of credit, upon 
which subject he dimly preshadowed the treatment of Mill. He 
regarded credit instruments as substitutes for money. An 
enlargement in their use, or an increase in the rapidity of cir- 
culation of notes, or a more extensive off-setting of accounts 
would influence prices in the same way as an increase in the 
quantity of inconvertible notes in a country which possessed no 
metallic currency; while in a country doing business on a coin 
basis, this latter would simply be displaced and prices would 
return to their former level. Except for this theory of incon- 
vertible paper, Senior’s doctrine of prices was thus one which 
laid chief stress on cost of production and credit. 

The interest felt by economists in the price problem did not 
slacken, and Tooke tried to show that prices, even in a state of 
things where money was the sole medium of exchange, depended 
far more upon changes in the relative value of commodities than 
they did upon any influence exerted by the quantity of money.‘ 
*“ On the Cost of Obtaining Money,” Lectures, 1830. 

2 Ibid., Lectures (1830), p. 54. 
3 Jbid., p. 55. 
4 See History of Prices, Introduction and Conclusion. 
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It was not long before the controversy was renewed by the 
struggles over the Bank Act of 1844 and the price problem was 
newly discussed by a considerable number of writers. Of these 
the most noteworthy was, of course, Mill. 

It was not until Mill took up the subject that anything 
approaching a solution of the price problem, adequate to meet 
present-day needs, was offered. Mill’s theory is essentially 
modern and furnishes a practicable method of explaining prices 
by regarding them as the resultant of all the economic forces 
acting upon the production, distribution and exchange of com- 
modities. It is the first treatment of prices which recognizes the 
existence of certain previously neglected influences and condi- 
tions which, even in many current price-theories, are overlooked 
or minimized. Mill’s fundamental doctrine was a restatement of 
the earlier theory of Ricardo. He saw clearly the fact that the 
quantity theory in its elements amounted to no more than a tru- 
ism, though it might be taken as furnishing a basis from which 
to work. And as Mill is, on very scanty evidence, generaliy sup- 
posed to have restated the quantity theory in its most unassail- 
able form, it will be worth while to consider his monetary doc- 
trine in some detail. Mill’s ultimate standard, by which he fixed 
the proportions in which things will exchange for one another, 
was his theory of exchange value, which, reduced to its lowest 
terms, amounted to a theory of cost of production. Under a 
system of exchange, where money alone is used, the rates at 
which things will exchange one for another, or, in everyday lan- 
guage, their prices will be no different from what they would be 
if all transfers were solely effected by barter." It is, then, only 
the exchange value of the medium of exchange which immedi- 
ately calls for discussion. It must, however, be constantly 
remembered that it is, after all, only a proximate analysis of 
price which Mill attempts to effect by his study of the 
exchange value of money, the ultimate regulating factors of 
price being, in his opinion, identical with those which decide 


*“ The relations of commodities to one another remain unaltered by money; the 
only new relation introduced is their relation to money itself.” —Principies, vol. ii. p. 24. 
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the cost of production of each commodity in the general aggre- 
gate. 

Mill’s utterances on money, then, presuppose that all other 
commodities remain stable in conditions and cost of production 
and are demanded in unchanged proportions. He studies the 
circumstances affecting the exchange value of money as he would 
study those affecting that of any commodity. And, like all other 
commodities, money is, he believes, determined in its exchange 
value ultimately by cost of production alone.t| More immedi- 
ately, it of course depends directly on demand and supply, as 
is the case of all other things.» Demand and supply, however, 
in the case of money are subject to influences somewhat different 
from those affecting them in the case of other commodities, 
demand (where coin is solely used) being, to all intents, the 
total amount of commodities offered for sale, while the supply 
is all the money in circulation at the time.3 And lastly the 
amount of money in circulation is composed of two distinct ele- 
ments, the number of money pieces and the rapidity of circulation 
of these pieces. This being premised, the price question, under 
the static conditions presupposed, becomes extremely simple. 
All goods offered for sale are balanced against the monetary 
circulation. Any increase in this circulation must of necessity 
result, according to the terms of the definition, in a correspond- 
ingly higher price on the aggregate of goods, and consequently 
in a higher price for every unit of each commodity.‘ In other 
words, if more money be expended in the purchase of a given 
quantity of commodities the price (quantity of natin paid for 
these goods) will be pro éanto higher.‘ 

*“ Money is a commodity and its value is determined like that of other commodi- 
ties, temporarily by demand and supply, permanently, and on the average, by cost of 
production.” —Principies, vol. ii. p. 27. 

Jbid., p. 27. 3 [bid., p. 27. 

4“Tn considering the relation between goods and money it is with the causes that 
operate upon all goods whatever that we are concerned. We are comparing goods of 
all sorts on one side with money, on the other side, as things to be exchanged against 
each other.”—Jbid., p. 27 et seg. 

SCompare Senior as quoted by Mill (Principles, vol. ii. p. 44): “The quantity 
wanted will depend partly on the cost of producing goods and partly on the rapidity 
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But Mill did not, as most of his predecessors had done, stop 
with a theory which applied solely to a circulating medium com- 
posed exclusively of coin. Far the most important part of his 
theory of prices concerned the influence exerted by the use of 
credit. Mill’s real contribution to the theory of prices was the 
idea of purchasing power as the real immediate regulator of 
prices. This concept had not before his time been formulated 
with sufficient clearness, and it is the fundamental fact of impor- 
tance in his doctrine of prices. Once his discussion of the basis 
of prices under a money régime had been completed along the 
early lines, he stated plainly his belief in the inapplicability of 
the doctrine to present conditions and the emptiness of price 
theories stated solely in terms of money. The theories of the 
“authorities who, still adhering to the doctrine of the infancy of 
society and of political economy that the quantity of money com- 
pared with that of commodities determines general prices,”* he 
neglected, as entirely destitute of meaning, and based his discus- 
sion upon the proposition that prices do not depend on money 
but on purchases. Since prices depend immediately upon the pur- 
chasing power offered for a certain aggregate of commodities, 
they are fixed simply by the quantity of commodities offered 
in the market for the purchase of other commodities. Of the 
goods so offered money is, of course, one. An increase in the 
quantity of money offered in the market for goods would, there- 
fore, unquestionably affect price just as an increase in the amount 
of any other commodity offered would affect it and not other- 
wise. The quantity of credit, then—credit being a comprehen- 
sive term implying merely the recognized possession of goods 
on the part of the person to whom such credit is accorded—is 
the immediate price regulator. Credit may represent money or 


of its circulation. The rapidity of circulation being given it would depend on the cost 
of production, and the cost of production being given the quantity of money would 
depend on the rapidity of its circulation. 

* Principles, vol. ii. p. 83. 

2“ The permanent value of money —the natural and average prices of commodi- 
ties — are determined by the cost of producing or of obtaining the precious metals.” — 
Principles, vol. ii. p. 64. 
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it may not, in any event, it signifies the ability to make an effect- 
ive demand for goods. 

The theory of prices thus formulated was completed by a 
study of the effects flowing from the use of paper currency. 
An issue of convertible notes, Mill reasoned, will raise prices in 
the ratio of the new issue to the previously existing amount 
of metallic currency (under the usual suppositions of static 
demand, unchanged conditions of production, and unfamiliarity 
with the use of credit), since it will relieve the precious metals 
of precisely that amount of money work or “‘ demand ” for them." 
This was not inconsistent with the earlier portions of the theory 
as he had elaborated it. But, in discussing the effects of incon- 
vertible paper, Mill, in the endeavor to carry his theory to its 
logical outcome, seems to have neglected some of the funda- 
mental assumptions of his earlier work. He argued that if, by 
any conceivable mechanism, the quantity of paper in circulation 
could be kept at the exact level which would be maintained 
by a metallic currency, it would make no difference whether 
such paper were convertible or inconvertible, provided that all 
exchanges must be performed by actual money. But any further 
increase of the circulation beyond this point must inevitably 
result in a corresponding rise in prices, since more money is now 
being offered for goods and consequently their prices must rise. 

It is unnecessary to discuss the inconsistency upon which 
this statement is founded. It ought to be clear that the value 
of an inconvertible note will depend upon precisely the same 
circumstances as regulate the value of any bond-note or other 
obligation, whether of the government or of an individual. 
Such obligations do not, of course, depend for their value upon 
the quantity issued, so long as that quantity is within the limits 
of solvency; and this character of such notes as obligations 
seems to have been overlooked by Mill. 

As has already been said, Mill’s theory of prices was the first 
to take account of the modern phenomena of exchange, and it 
might therefore have been expected that it would receive very 


* Principles, vol. ii. p. 33. 
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general acceptance among economists. But although, at the 
present time, it is unreservedly adopted by very many writers, 
while others have only slightly modified it, it has been in great 
measure misinterpreted, and has given place to a crude quantity 
theory. The progress made by English economists immediately 
after Mill in the theory of prices was not marked. Jevons recurred 
to something like the older quantity theory, asserting that 
‘prices temporarily may rise and fall independently of the 
quantity of gold in the country; ultimately they must be gov- 
erned by this quantity,” * and defined rapidity of circulation, not, 
like Mill, as ‘‘the average number of purchases made by each 
piece in order to effect a given pecuniary amount of transac- 
tions,” * but as ‘‘the average number of exchanges effected by 
each piece of money in a given time, such as a year.”3 This retro- 
gression from the position taken by Mill is largely to be attrib- 
uted to the influx of the new gold. The general hazy notions 
which had been pretty thoroughly expelled from the public mind 
were revivified and strengthened by the supposed rise in the 
prices of all products consequent upon the increase in the money 
supply. It was probably too much to ask that the general pub- 
lic should distinguish between the effect of a cheapening in the 
money material (producing a change in the standard) and the 
effect of an increase in the quantity of money as such, but it might 
not unreasonably have been expected of trained thinkers on the 
subject. Curiously enough, circumstances dictated that before the 
influences of the new gold had been sufficiently disseminated to 
have become settled and stable, other events afforded a new 
support to the reasoners who ascribed all changes in prices to 
variations in the circulation. The alleged demonetization of sil- 
ver in 1873 and the supposedly consequent decline of prices 
were seized upon as giving additional support to the quantity 
theory. Even at the present time, it furnishes in England as 
well as elsewhere one of the commonest arguments in support of 

* Investigations in Currency and Finance. 

* Principles, vol. ii. p. 33. 

3 Money and the Mechanism of Exchange, p. 
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the doctrine, and a practical argument for faith in it as an ade- 
quate theory of prices. 

Although the quantity theory has at various times, within 
recent years, been considered virtually extinct in England, it 
certainly cannot now be justly so regarded. Among those who 
have lately reaffirmed their belief in it might be mentioned 
Professors Marshall,‘ Nicholson? and numerous other competent 
thinkers. 


IV. 


In America, the earlier systematic writers on economics have 
ordinarily taken the doctrine direct from the English school. 
Among these expositors Bowen stated the theory? with much 
clearness, and others have expounded it in outline from the 
same general point of view.‘ Bowen, however, was more than 
ordinarily careful to state definitely and in detail the limiting 
condition, “other things equal,” and he did not go far enough 
in applying and drawing inferences to be led into the contradic- 
tions found in some of the earlier as well as in most of the mod- 
ern expositions of the quantity theory. 


* Testimony before the Herschell Commission, No. 9629. 

2 Essays on Money and Monetary Problems, etc. 

3“ The general principle is that the value of money falls in precisely the same 
ratio in which its quantity is increased. If the whole money in circulation should be 
doubled prices would be doubled; if it was only increased one-fourth, prices would 
rise one-fourth. . . . The principle, however, holds good only under the supposition 
that the quantity of commodities, the number of exchanges and the number of people 
having occasion to effect exchanges remain unaltered. Otherwise, if there be an 
increase in either of these respects, the quantity of money being unchanged, the 
value of that money will rise, or, if money is increasing, the increase in these other 
respects may neutralize wholly or in part the depreciation of that money.” —Principiles 
of Political Economy, p. 402. 

4“ Tf there are more dollars in the country than are needed asa circulating medium 
. ... the exchangeable value of a dollar becomes less.”.— NEWMAN, Elements of 
Political Economy (1835), p- 132. 

“If the supply of the precious metals were precisely such as to correspond to the 
increase of productiveness and the necessity of increased means of exchange, and to 
the amount consumed in the arts, prices would still remain as before. .. . If . . . the 
increase of the precious metals were greater than the increase of productiveness their 
price would fall."— WAYLAND, Political Economy, p. 238. 
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The first American who really exploited the quantity theory 
with any thoroughness was President F. A. Walker. Ina trea- 
tise to which he gave the comprehensive title ‘‘ Money,” he devel- 
oped the quantity theory along its early, pre-scientific lines, and 
stated some of its applications to current monetary problems. 
The expressions of Ricardo and Mill concerning the relation of 
money to prices were quoted at great length, but the limitations 
expressly formulated by these writers were, to a considerable 
extent, neglected. This seems to have arisen from a misconcep- 
tion of the price problem. While it is, of course, readily to be 
admitted that the exchange of a larger volume of money for a 
given aggregate of commodities means a higher price per unit 
of goods, such a formula— proceeding as it does upon an unsup- 
ported hypothesis—is merely a restatement of the problem in 
other terms. Cost of production, for instance, is entirely 
omitted from the discussion, nor are any of the essential price- 
making factors taken into account. 

The belief according to which prices are made to depend 
solely upon the relation of the quantity of goods to the quantity 
of money in circulation, was, however, not applied by President 
Walker to any save the well-worn hypothesis of a régime where 
only coin is used in effecting exchange—an hypothesis the con- 
templation of which, according to President Walker’s own later 
statement, is ‘enough to make the most faithful soul flinch and 
shrink.” When credit comes into play, a somewhat different 
principle must necessarily be applied. As we have seen, this 
new principle had been found by Mill in the idea of purchasing 
power. Since credit acts in precisely the same way as money in 
effecting purchases, he had reasoned, it will have precisely the 
same influence as an equivalent quantity of money, raising the 
prices of commodities by being offered in exchange for them." 
President Walker, however, traced the influence of credit toa 
source precisely the opposite of that indicated by Mill. He 
ascribed the effect of credit on prices not to the fact that by its 


*“Money and Credit are . . ,. . exactly on a par in their effect on prices.” — 
MILL, Principles, vol. iii. p. 84. 
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character of purchasing power it heightens the demand for 
commodities, but to the exactly converse principle that credit 
relieves the circulating medium of a previously existing demand." 
This, of course, overlooked the fact that every credit trans- 
action carries with it its own means of payment, since credit 
is granted only on an adequate pledge of commodities and has 
no effect either in lowering or raising the demand for actual 
money. Nevertheless, it could not be overlooked that the prices 
at which many things exchanged by credit are transferred seem 
to be wholly independent of the quantity of the circulating 
medium, and this naturally brought up the question as to what 
is the special mechanism by which these prices are immediately 
fixed. President Walker explained it somewhat as follows: At 
any moment there may be said to be a definite volume of com- 
modities exchanging against a definite quantity of money. 
The price of these commodities is thus fixed in relation to 
money, and is, in the estimation of owners, “carried over to the 
commodities directly exchanged [ by other agencies than that of 
money | or remaining in store.”* The doctrine thus originally 
stated was, at a later time, carried to its logical outcome, and in 
its final form became a theory stating in effect that prices are 
not wholly determined by retail transactions, inasmuch as it is a 
familiar fact that wholesale transactions are practically all per- 
formed without the direct use of money of any sort, and hence 
there is no price-fixing factor to be taken into account in that 
connection.’ A theory which more thoroughly minimized such 
influences as the cost of production of commodities as price- 
making factors could scarcely be imagined. 


V. 


The quantity theory has not suffered any substantial modifi- 
cation since its treatment by President Walker in his Money. 

*“Every time a barter transaction is substituted for buying and selling, the 
demand for money is thereby diminished and its value thereby lowered (the supply 
~emaining the same).”—Money, p. 65. 

* Money, p. 65. 3 Quarterly Journal of Economics, October 1893. 
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There certainly is no other adherent who has so faithfully 
supported it as has he. Nor is there at present any formal text- 
book which treats the quantity theory as fully as his. Lately, 
however, there have been various attempts to restate President 
Walker’s version of the theory, or at all events to expound it in 
an unassailable form. Nor are there wanting many who seem to 
consider it sufficient merely to express a belief in the doctrine, 
taking its truth for granted and not going so far as to give the 
grounds of their opinion. President Andrews and others have 
expressly attributed the present fall of prices to scarcity of 
money,’ without pretending to enter very deeply into the merits 
of the price-controversy, though the validity of their teachings 
as to practical proceedings is largely dependent upon its outcome. 
They have, in fact, taken the quantity theory unreservedly as a 
competent theory of prices, ignoring the fact that the doctrine 
as we have just studied it completely shirks the whole question. 
And curiously enough this superficial character of the doctrine 
is not denied by even so warm an advocate as President Walker 
himself. In his very latest utterance on the subject he has said 
that ‘those who hold the quantity theory of money are not bound 
to prove their case. . . . We advance no fundamental proposition 
when we say that prices are determined (other things being 
equal) in the relation between the demand for and the supply of 
money.”? In view of this statement, it is at least surprising that 
the quantity theory is so often made the basis of propositions 
for grave alterations in the present monetary system, and the 
fact that such proposals constantly make their appearance would 
of itself suggest that some addition has been made to the doc- 
trine as already outlined. Nevertheless such does not seem to 
be the case. It is, however, true that, despite the various pro- 

*“T believe that, owing to the increasing scarcity of full money, goods of nearly all 
sorts are having to be sold at smaller and smaller prices. The blight upon our bus- 
iness originates in that scarcity of full or exportable money, leading to a continuous 
and discouraging fall in general prices, which first made production and credit bus- 
iness less and less profitable and at last makes them less and less possible.”—E. B. 
ANDREWS, Silver and Gold, p. 304. 


*“ Relation of Changes in the Volume of the Currency to Prosperity,” Economic 
Studies of the American Economic Association, vol. i. No.1, p.27. + 
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fessed expositions of the theory which have more or less 
recently been made by its adherents, it would be difficult from 
these later statements to get a clear notion of its real content, 
The obstacles toa definite statement of the theory are frequently 
described in extreme language, and the doctrine itself is often 
characterized as indicating merely a tendency and as, in no 
sense, a complete or authoritative doctrine of prices. This 
follows quite simply from the statement, now nearly always 
made, that, to ensure the validity of the quantity theory, all 
other circumstances must be taken as constant. This, of course, 
can in no concrete instance be the case. But it certainly adds 
to the difficulty of obtaining an authentic formulation of the 
doctrine that it is by so many regarded as demanding careful 
limitation to ensure recognition of its validity. 

There is also a certain conflict in the use of terms in different 
current versions of the theory which would require reconciliation 
before any thoroughgoing general criticism on the theory as a 
whole could be passed. A typical and important example of the 
loose use of terms by certain of the quantity theorists is to 
be found in the varying and discrepant meanings assigned to so 


common a word as “money.” President Walker, for example, 
plumes himself on having discarded the word “currency’’* and 
takes the word money to include banknotes,’ although he draws 
a distinction between these and credit instruments.3 Professor 


Nicholson,‘ though formerly adopting the same point of view, 
now includes under money only gold or standard money, con- 
sidering that this was the position of Bagehot and Mill, while 
Professor Hadley,’ who seems to have abandoned the leading 
notions of the quantity theory, still adheres to it in the case of 
inconvertible paper, which, like President Walker, he still regards 
as true money. On the other hand, some go so far as to include 
under money such means of exchange as credit instruments,° 


* Money, Preface. 3 Jbid., p. 398. 5 Economics, pp. 192 and 197. 

2 Ibid., p. 398. 4 Money and Monetary Problems, p. 144. 

* HELM, Joint Standard, p. 8. “Money includes all instruments of credit which 
are used as substitutes for coin.” See also WILLARD FISHER, “ Money and Credit 
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neglecting the fact that the quantity of these instruments is 
approximately merely the quantity of business performed on 
credit, and that not they but only the values they represent can 
be said to possess any influence upon prices. 

There are several other difficulties, analogous to that con- 
nected with the use of the word money, which stand in the way 
of aclear restatement of the quantity theory. However, by com- 
parison of the various bits of exposition on the subject a theory 
fairly consistent with itself may, if too great nicety in the use of 
terms is not demanded, be culled from the recent writings of 
believers in the doctrine... And when thus patched together, it 
does not seem to be substantially different from the earlier expo- 
sitions. At the risk of some repetition, the modern quantity 
theory might rudely be put in some such form as this: Price is 
simply the expression of a given unit of any commodity in terms 
of money. Under a given set of general circumstances, with a 
static demand, the amount of money needed to perform the 
exchanges of any country is a definite quantity. The production 
of the precious metals being so slow, cost of production as an 
element affecting supply may at any moment be neglected. 


This places the value of money at any moment absolutely under 
the dominion of demand and supply. The demand, as already 
said, is at any moment taken as constant. This being true, the 
supply of money is the absolutely governing factor.2, The quan- 


Paper in the Modern Market,” JOURNAL OF POLITICAL Economy, September 1895. 

As a criticism on the logical outcome which must follow from some such a position 
in a connected form, compare the following: “If by money is meant metallic money, 
few are bold enough to claim that prices rise and fall with the amount of money in cir- 
culation. But if money is made to include credit instruments, then we must be logical 
and make the quantity of money equal to the amount of confidence in the world; but 
the ingenuity of man has not yet devised means of measuring that quantity any more 
than it can assign a value to the sum total of human affection or happiness.” —J. C. 
ScHwaB, Yale Review, February 1896, p. 454. 

? A recent writer has declared that “a careful elaboration of facts and principles 
will result in a quantity theory which is essentially the old classical theory of Locke, 
Hume, Smith, Ricardo and all the rest.” — WILLARD FISHER, JOURNAL OF POLITICAL 
Economy, March 1896, p. 248. 

? When it is stipulated that “other things are equal” it is implied that population 
remains the same, commodities are unaltered in amount_or in conditions of production, 
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tity of money can be stretched in any direction so as to equate 
itself to demand, since it is clear that, when supply is short, we 
have a régime of “low” prices; when abundant, of “high” ones. 
So far, it will be understood, the theory has been stated only as 
it is supposed to apply to a condition of things where coin alone 
is used. In discussing the effects of the introduction of credit, 
it becomes necessary to recognize at least two distinct points of 
view among the expounders of the quantity theory. This neces- 
sity arises from the difference in the meanings attached to the 
word money already commented upon. Certain writers take the 
position that credit devices are merely a mechanism for relieving 
the supply of actual money of some of the demand. Thus, 
while they may affect prices by making coin more plentiful 
compared with the demand for it, they do not in the least inter- 
fere with the function of money in fixing prices, whether these 
be set at a high or at a low range, since the values attached to 
such of the total stock of commodities as are actually exchanged 
for money are transferred to the whole of such stock. The 
other class of reasoners maintain that, under a credit system, 
prices are fixed by the quantity of money in circulation plus the 
quantity of credit instruments used. This view has already been 
mentioned. 

The quantity theory, however, is seen in its most extreme and 
characteristic form when it is applied to a régime where no coin 
circulates but irredeemable paper is the sole medium of exchange. 
To the question what determines the value of such irredeemable 
paper, the reply is returned that the amount in circulation is 
the sole regulator of value. Public confidence in redemption 
plays no part. Government solvency or insolvency is an irrele- 
vant consideration. It makes no difference whether or not the 


exchanges are constant in volume, and that the mechanism of exchange remains unal- 
tered in character. Given these invariable elements in the problem, say the quantity 
theorists, prices are dependent upon alterations in the money supply or quantity of 
money. And the meaning attached to the word supply in this connection seems to be 
merely that of circulation. Prices, then, depend upon the quantity of money in circu- 
lation. This statement of course also proceeds upon the assumption (which may be 
open to question) that the circulation may be raised or depressed in volume at will. 
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national promise to pay represents a capacity to meet an obliga- 
tion; the value depends wholly on the quantity of these prom- 


ises in circulation. 
VI. 


Such, in outline, is the present position of the quantity theory. 
As remarked at the outset, however, the main interest attaching 
to the subject is due very largely to its bearing—real or sup- 
posed —upon the current monetary question, and the use which 
has been made of it in the common popular demands for an 
increase in the amount of the circulating medium. 

It is precisely in this connection that the significance of the 
whole recent revival of the quantity theory is to be found. The 
reasoning by which the quantity theory is given its vitality and 
an immediate importance might be put in a series of proposi- 
tions thus: High prices cause or accelerate the advent of pros- 
perity. Prices are fixed by the quantity of money in circulation. 
Hence, to raise prices the volume of the currency should be 
increased. The corollary drawn is that since the admission of 
silver to free coinage will increase the quantity of money, the 


great remedy forall industrial evils is the free coinage of silver. 

The first step in this series of theorems is beyond the scope 
of the present paper. It has been and is so frequently assumed 
that another appearance of it need excite no wonder. Nor need 


*The statement of Bowen, although not recent, represents accurately the present 
position of quantity theorists with reference to irredeemable paper. Bowen's state- 
ment is as follows: “The depreciation of [paper'money] is attributable solely to 
excess in its issue. If this excess could be prevented, that is, if the amount of paper 
currency could be kept precisely equal to what the amount of metallic currency would 
be in case there were no paper in circulation, then there would be no depreciation of 
the paper, nay, the paper might even command a premium over coin, if the aggre- 
gate value of it were made less than what the coir would amount to, and if it were 
also possible to prevent the importation of specie. . . . . The value of paper money not 
depending at all upon its cost of production is regulated solely by its quantity. A 
certain determinable sum of money is needed in every nation to effect its current 
exchanges, and to maintain prices at an equilibrium with the average price of com- 
modities throughout the commercial world. Coin being banished, if the issue of paper 
money is less than this sum, the paper will command a premium, if greater, it will be 
at a discount.” —Political Economy, p. 309. This is the exact position of Professors 
Hadley and Nicholson at the present time. 
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it be accounted strange that the quantity theory is found in jux- 
taposition with the high-prices fallacy. The present is by no 
means the first time that the two ideas have been associated. 
“The doctrine,” says Mr. Mill (speaking of the quantity the- 
ory, ‘thas of late years been the foundation of a greater mass of 
false theory and erroneous interpretation of facts than any other 
proposition relating to free interchange ;’’* and these words are 
as applicable to the present times as they were to those of half a 
century ago. There can be no doubt that the quantity theory 
has done yeoman service in the cause of metallic inflation. 

The point of concrete interest, then, is the fact that the quantity 
theory has naively been taken to support the current agitation for 
free coinage of silver, or for international bimetallism. It would, 
of course, be quite supererogatory to pass any criticism upon such 
of the demagogues as have made use of this method of argument. 
It is enough to note that their position is merely the familiar 
one, that the increase of money which would supposedly result 
from free coinage would necessarily bring about a rise of prices. 
Also, it is strongly maintained that the present slight decline in 
prices has been caused wholly by the curtailment of the supply 
of money available. The fact that the coinage of a cheaper 
metal would result merely in transferring the standard of value 
to a lower level quite irrespective of the quantity of metal in cir- 
culation is completely neglected. 

But, while the writings of the cruder and more popular agita- 
tors may thus be treated in a somewhat cavalierly fashion, the 
same cannot be done with the expressions of the scientific quan- 
tity theorists. It is worth while to note that these latter have 
—perhaps unconsciously —pursued in substance the same line 
of argument as the popular writers.*, A single example of this 


* Principles, vol. ii. pp. 33-4. 


* This seems to be recognized even by the scientific adherents of the quantity 
theory ; ¢. g., “Most people who in recent years have called attention to the apprecia- 
tion of gold have given an explanation which implies that there is a very direct rela- 
tion between the quantity of metallic money and the general level of prices. They 
have argued that the supplies of gold have fallen off, that gold is hoarded by govern- 
ments and banks, that silver has been demonetized, whilst on the other hand the 
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will perhaps suffice. If Professor Nicholson’s statement of the 
quantity theory be accepted as authoritative, it seems that a 
close analogy between the doctrine as it there appears and the 
form in which it is found in certain “campaign literature” may 
be traced. It will be recalled that in the very latest statement 
of Professor Nicholson he has averred that the contrulling factor 
in fixing prices is the quantity of money, money being specially 
defined to include only standard money, by which would be meant, 
in such a country as Great Britain, simply gold. This point of 
view closely resembles that taken in a recent propagandist tract 
on money, where it is stated that “the quantitative theory of money 

. . Should always be applied tothe quantity of redemption money. 
. ... The exchange value of primary money for the property 
of the world and vice versa fixes the comparative value of the 
two. So if the quantity of money is large the total.value of the 
property of the world will be correspondingly large, as expressed 
in dollars or money units. If the quantity of money is small, 
the total value of the property of the world will be correspond- 
ingly reduced.”* Evidently the “redemption money” here 
referred to is the same as the standard money on which Professor 
Nicholson bases his statement of the theory. The analogy, 
however, on this point at least, goes no farther. The tract just 
mentioned finds a remedy for the evils flowing from supposedly 
falling prices in free coinage of silver,? overlooking the fact, just 
pointed out, that the rise in prices which follows such a course 
could not be explained on the basis of the quantity theory, inas- 
much as the quantity theory describes only the effect of increas- 
ing the kind of money current. It says nothing of the effect of 
introducing money of less value than that in use. This has been 
recognized by Professor Nicholson in his express limitation of 
the quantity principle to the case of an increase in standard 
money. This fact, nevertheless, seems to be entirely forgotten by 


volume of trade or the amount of exchanges to be effected has increased. This explana- 
tion really rests on the quantity theory in its simple form.”—NICHOLSON, Money and 
Monetary Problems, pp. 143-4. 


* Coin's Financial School (Chicago, 1894), p. 96. * [bid., p. 96. 


» 
| 
{ 
{i 
i 
| 


446 JOURNAL OF POLITICAL ECONOMY 


President Walker and others. However, it requires but slight 
attention to the historical evolution of the doctrine to see that 
a transference of the standard of value from a higher to a lower 
level is quite butside the scope of the principle which indicates 
the effect of an increase simply in the quantity of standard 
money. It ought, then, to be clear that, despite the widespread 
character of the notion which correlates the demand for free 
silver with the quantity theory, that doctrine can only by misap- 
plication be made to bear this responsibility. 

The same cannot be said of the connection between the 
quantity theory and the high-prices-prosperity argument. 
Nowhere is this argument found in a bolder form than in the 
writings of President Walker: ‘Looking... . at a metallic 
inflation, which, whatever hardships it may bring upon certain 
persons or classes of persons, carries no sting of injustice with it, 
let us inquire what are its effects upon public prosperity ... . 
The industry, the activity, the enterprise of the generation upon the 
stage are heavily weighted by obligations to the past. These obli- 
gations cannot be repudiated. . . . But when “his effect ts brought 


about by natural means, if not too sudden and violent in its opera- 
tion, I believe it to be wholly beneficial and harmonious econom- 


ically. The link in the chain of reasoning by which this 
extreme belief in high and rising prices as a key to prosperity is 
connected with the quantity of money in circulation is found in 
the treatment accorded to credit by the modern quantity theo- 
rists and the supposed dependence of credit on the amount of 
money in circulation. Here again an interesting similarity 
between the expressions of Professor Nicholson and those of 
“Coin’s” treatise, already mentioned, may be observed. In both 
treatments of the subject the view that credit is based on wealth 
or commodities is completely neglected. It is forgotten that 
the basis on which credit is granted is the possession of wealth 
and the statement is expressly made that the credit system of 
the present day is based solely on money—‘‘actual money,” 
“redemption money,” or, in other words, standard coin. This 
* American Economic Association, Economic Studies, vol. i. No. 1, pp. 33-35: 
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point of view has been put by Professor Nicholson under the 
heading, ‘Ad Credit Ultimately Rests on a Metallic Basis.”* And 
essentially the same is found, in a vulgar form, in the other text 
referred to,* where credit is described as ‘built up on primary 
or redemption money.” In either of these instances the tendency 
to exaggerate the importance of money and to speak of it as 
the sole basis of credit is to be ascribed to a misunderstanding 
of the nature of credit as representative of the possession of 
commodities. Of course, if it be once admitted that credit rests 
solely upon a basis composed of the legal-tender coin of the 
country, it seems no more than fair to suppose that, if this basis 
can be enlarged, by the addition of more coin, the credit “built 
up on” it may likewise be extended. And, since credit is well 
known to be equivalent to purchasing power or effective demand 
for commodities, there seems to be no good reason why, when 
the quantity theory is accepted, we should not grow rich at once 
by admitting all sorts of metals to the mints. True, it has 
already been laid down that prices will rise exactly in the 
proportion in which coin has been increased, thus raising the 
prices of all commodities to be purchased with the new acces- 
sions of credit, but this difficulty is generally overlooked. 

Nor must it be supposed, although we have been discussing 
Professor Nicholson’s views at some length, that he stands alone 
in agreeing substantially with the popular opinions as just out- 
lined. Not only are most quantity theorists in perfect agreement 
with him on these points but there are not wanting those who 
have gone so far as frankly to express their approval, and even 
admiration, of the objects of the inflationists, basing both upon 
the belief in the quantity theory which they hold in common 
with the popular writers. 

*“Tt is well to state in the most emphatic manner that the whole vast superstruc- 
ture of credit must rest on a metallic basis and if this basis is cut away the whole 
structure would fall.”— NICHOLSON, Money and Monetary Problems, p. 74. 

* Coin’s Financial School, pp. 55 et seq. 

3 See, for example, PRESIDENT E. B. ANDREWSs’s article on “ The Bimetallist Com- 
mittee of Boston and New England,” Quarterly Journal of Economics, April 1894; 


also the paper by the same author entitled “The Fall of Prices — The Cause and Cure,” 
in Silver and Gold, pp. 301-330. 


| 
| 
| 
| 
| 


448 JOURNAL OF POLITICAL ECONOMY 


The present paper has not attempted to criticise the quantity 
theory, save in so far as was necessary to elucidate it fairly. 
What has been sought has been merely a connected statement 
of the evolution and present position of the doctrine. It is 
certain that the quantity theory is still far from extinct, as has 
sometimes been supposed to be the case. True, scientific opin- 
ion is drifting from the side of the older naive theory of prices, 
and the quantity theory is gradually losing ground‘ among . 
economists. It is frankly discarded in Germany and by many 
economists in England and America. Nevertheless, it has lost 
none of its hold upon the public mind. It has, in the past, 
played a direct and prominent part in many monetary discussions 
in this country* and is exerting no inconsiderable influence upon 
the prevailing attitude towards current monetary problems. It 
is this fact which gives it much more than an historical interest 
at the present time and entitles it to renewed discussion. 


H. ParKeER WILLIs. 
THE UNIVERSITY OF CHICAGO. 


* See, for example, as one out of many instances, Congressional Globe, part 1, 2d. 
session, XX XVII. Congress, 1861-2, p. 688. 
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SocIaL progress depends primarily upon the quality of popula- 
tion. The quality of population is determined from generation to 
generation by selective forces, most of which are social rather 
than natural. Under present conditions these forces, at least in 
most of continental Europe, tend to lower rather than to raise the 
quality of humanity. The hope for permanent human better- 
ment lies in systematic selection. 

These are the main propositions of Dr. de Lapouge’s work, so 
far as concerns the more general portion of his argument. If 
the argument went no further than the elaboration of these 
principles it might be regarded as the most recent and one of 
the most important expositions of the views of the selectionist 
school of sociology. But the work has a more special and 
individual character as an analysis of human selection from the 
point of view of anthropology and ethnology. It is, in short, 
an examination not merely of social selection as ordinarily 
understood, but also of what may be called racial selection. 

The study of racial selection, in which de Lapouge and 
Otto Ammon may be regarded as the pioneers, and which is 
being pursued by Collignon in France, Oloriz in Spain, Livi in 
Italy, Chalurmeau in Switzerland, Ripley and others in this 
country, seems likely to yield a much more intimate insight into 
the working of social forces than has hitherto been attained, and 
such a contribution to that study as the present work is of fun- 
damental importance. Indeed, if the theses here maintained are 
substantiated they may revolutionize prevailing conceptions of 
social science and furnish a new basis for social polity. It is 
this part of the work, however, which is the more provisional 
and hypothetical in its character, and many sociologists who 

*G. VACHER DE LapouGE: Les Selections Sociales. Cours libre de la Science 
Politique professé a [ Université de Montpellier (1888-9), Paris, 1896. 
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agree with the author in regarding selection as the key of social 
problems will object to his ingenious method of picking the 
sociological lock with the aid of anthropological data and 
hypotheses. In the exposition itself the two elements of the 
work — the general or sociological, and the technical or anthro- 
pological—are closely intertwined, but logically they are separ- 
able. Whether or not the anthropological results be ultimately 
sustained, the more general portion of the work has a value all 
its own. 

The present volume presents in modified form and in the 
light of the most recent evidence many ideas which were sug- 
gested by de Lapouge as early as 1885 and 1886, and which have 
been sustained, modified and developed in a series of mono- 
graphs, the titles of which will indicate the range of the author’s 
investigations." 


«“ Etudes sur la nature et sur l’évolution historique du droit de succession ” (Revue 
général du droit, 1885-6).—“ Etude premitre, Théorie biologique du droit de succes- 
sion,” Paris, 1885.— L’hérédité” (Revue Anthropologie, 1886, 512-521).— “La 
dépopulation de la France” (idid., 1886, 69-80).—‘“ L’anthropologie et la science 
politique "” (2éd., 1887, 136-151).— * “ Les sélections sociales ” (#did., 1887, 519-550). 
— De l’inégalité parmi les hommes ” (zdzd., 1888, 9-38).—“ La théorie plastidulaire 
et les lois méchaniques de l’hérédité ” (Bulletin de la Société des Sciences naturelles de 
Montpellier, 1888).—“ L’hérédité dans la science politique” (Revue d’ Anthropolo- 
gie, 1888, 169-191).—* Questions aryennes (2did., 1889, 181-193).— Cranes modernes 
de Montpellier ” (idid., 1889, 687-699).—Les Lois de Hérédité, Lyon, 1890.—“ Cranes 
modernes de Montpellier, 2° série” (Z’ Anthropologie, 1890, 36-42).—“ Cranes pré- 
historique du Larzac ” (idid., 1891, 681-695).—“ Cranes de gentilshommes et cranes de 
paysans” (idid., 1893, 317-322).—*“ Le Darwinisme dans la science sociale” 
(Revue internationale de Sociologie, 1893, 414-436).—“ Cranes modernes de Karls- 
ruhe” (L’ Anthropologie, 1893, 733-749).—“ L’origine des Aryens” (Science, August 
1893).—* Die Auslesse durch den Krieg” (Glodus, B. 64, n. 20).— * “ Lois de la vie 
et de la mort des nations” (Revue internationale de Sociologie, 1894, 421-436).— 
“ Matériaux pour la géographie anthropologique du département de |’Hérault ” (Budle- 
tin de la Société languedoc de Géographie, 1894, livres 3, 4).—L’ Origine des Ombro- 
Latins.—“ Les pygmées néolithiques de Soubés ” (Bulletin de la Société scientifique et 
médicale de I’ Ouest, 1895).—‘ Recherches sur l’Anthropologie de |’llle-et-Vilaine ” 
(idid., 1895, 10-17).—* “ Transmutation et sélection par éducation” (Revue inter- 
nationale de Sociologie, 1895, 169-190).— * “ Recherches anthropologiques sur le prob- 
léme de la dépopulation ” (Revue ad’ Economie politique, 1895, 1002-1029; 1896, 132- 
146). 

? Mn the above list the asterisks indicate monographs that have been with some 
changes incorporated into the present work. 
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The history of the growth of the selectionist school of 
sociologists is still to be written... As a document in the direc- 
tion of such a history, de Lapouge’s prefatory sketch of the 
development of this tendency of thought is of interest: 

“This volume is the development of a work published in 1887 
in which I gave a résumé of my course given in 1886-7 upon the 
subject of social selection. In these lessons will be found the 
first comprehensive doctrine of the forces of social selection. 
From the publication of the Origin of Species the most far-sighted 
minds realized that the interpretation of history and of the 
evolution of societies, and even the bases of morals and politics 
could not remain as they had been. Clémence Royer was 
probably the first to point out—in the preface of her translation 
of the Origin of Species—that Darwin’s discovery was even more 
important for sociology than for biology. For twenty years the 
question of selection has been considered by philosophers, 
hygienists, criminologists and anthropologists, but with reference 
to particular applications of the doctrine, and without anyone 
apparently having understood the full extent of the problem. 
Broca alone, with his customary boldness, dared look the sphinx 
in the face. The last four pages of his review? of Darwin’s 
Descent of Man suggest the main aspects of social selection. 

“ At the time of my essay it was impossible to present adequate 
statistics to establish the doctrines advanced. I furnished all 
that it was possible to furnish—statistics taken from Candolle 
and Galton. The greater part of the phenomena of selection 
were understood, but the observation had not been crystallized 
into statistics. This explains why many critics regarded my ideas 
as ingenious but insufficiently established. 

“The situation has changed. The publication of Les Sélections 
Sociales was followed by extensive researches in France and 
other countries. These researches have done nothing to weaken 
the selectionist theory, and they have brought to its support a 

*Dr. von Tille’s history of selectionist ethics, Von Darwin bis Nietssche, leaves 
much to be desired. 

® Revue d’ Anthropologie, 1872, p. 705. 
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mass of detailed proof. The discovery made by Ammon of the 
concentration in the cities of dolichocephalic elements has shown 
that my boldest propositions were well within the limits of reality. 
On many points, indeed, I have advanced beyond my position of 
nine years ago. I accord much more weight to internal selec- 
tion, and less importance to the effect of invasions and migra- 
tions in the makeup of the dominant classes. Further, I have 
given up the criterion of customary morality to search for the 
criterion of selectionist morality.” 

Two qualities appear prominently in this as in all of de 
Lapouge’s previous work. One is the positiveness with which 
his views are stated and the courage with which they are carried 
to their ultimate conclusions—if not beyond. There is no spirit 
of compromise with critics or with the ordinary conventions of 
books intended for the general reader. If the opinions seem 
often extreme, it is partly because the work is, as the author 
points out, written with reference to local or national conditions 
or tendencies, leaving the foreign reader to make his own modi- 
fications ; and because the author aims at a sharp rather than an 
ultimate statement of his ideas. If his frankness seems some- 
times startling, it is because the importance of the problem 
transcends conventionalities. 

The other striking characteristic of our author’s work is at 
once its breadth of outlook and its concentration of varied sorts 
of knowledge toward the solution of its central problems. It 
seems the work of a co-operating group of scientists rather than 
of a single student. It is in fact the achievement of a most 
acute, receptive mind, the fruit of varied experiences and of 
unceasing assimilation of the work and experience of others. 
One might go far to find a work so suggestive and enlightening 
with reference to the subject-matter of the whole group of social, 
ethical and political sciences. ‘I read the proof sheets with 
great regret, for I find my best ideas anticipated,” was the com- 
ment of the prominent author of an historical work now in course 
of publication. ‘ Lapouge,” said a German anthropologist, “is 
the great anticipator.”” Apart even from the validity of the 


f 
1 
4 
| 


SOCIAL SELECTION 453 


main thesis of the work, it is sure to be of great service, as have 
been the earlier essays embodied in it, in stimulating enquiries 
into the interpretation of history and philosophy of progress, 
into the problems of sociology, politics and ethics, as well as into 
the more special questions of the composition of populations and 
the detailed working of selective forces. 


In presenting a brief paraphrase of this work I shall attempt 
to reproduce only certain of the more important or interesting 
portions, suggesting few criticisms, but sometimes modifying or 
omitting portions of the argument where the positions seem 
extreme, or the interest comparatively local. 

Heredity signifies the complex of those laws in accordance 
with which organic beings produce their kind, in accordance 
with which the new being is a reproduction of the qualities of 
its ancestors and its race. Heredity is thus in general an essen- 
tially conservative force in virtue of which the generations of a 
species would, if no other agency intervened, follow each other 
with comparatively little change. Individuals would indeed 
have a certain individuality of their own; for apart from the 
possible appearance of unexplained or ‘‘spontaneous”’ variations,’ 
each individual might represent a distinct combination of ances- 
tral characteristics. Given the appearance of variations, and the 
radical and transforming agency in evolution is selection — the 
complex forces that determine which varieties or which species 
shall increase and which shall disappear. 

Heredity tends, then, to perpetuate in the new generations the 
specific characteristics of the ancestry. It appears to be true 
that characteristics acquired during the lifetime of the individ- 
ual are not as a rule transmitted to his posterity. Exceptions 
to this rule may perhaps be found in the following cases: (1) 
where the reproductive cellules, or the embryo are themselves 
affected, as by vaccines or by cellulary secretions; and (2) 
where certain somatic modifications (probably in all cases injuries 
or pathological modifications) lead to corresponding defects in 


*On the origin of variations see A. WEISMANN: “Germinal Selection,” Monist, 
1896, p. 250. 
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the offspring. There is no good evidence of the transmission 
of positive acquired characteristics. If such transmission occurs 
it is so rare that the best biologists cannot discern it.* 

Independently of the particular biological theories of the 
mechanism of heredity, the more obvious phenomena of obser- 
vation may be provisionally resumed in the following six laws : 
(1) Heredity acts not upon the individual in his entirety, but 
upon each minute biological unity which enters into his compo- 
sition. It is exercised by each “ plastidule” (to use this word 
simply as designating the ultimate biological element entering 
into the composition of the cellule)—by each plastidule of the 
ancestor upon each plastidule of the descendant. It is exercised 
by each plastidule, for instance, of the brain upon each plasti- 
dule not merely of the brain but of all parts of the body of the 
descendant. Only its action is different upon homogeneous and 
upon heterogeneous parts. This law explains many of the phe- 
nomena of pathological heredity and of what may be called 
latent heredity. In latent heredity, for example, it appears that 
atavism results when the remote ancestral force which in the 
parents has been scattered throughout the plastidules, finding in 
the child a point of weak resistance becomes concentrated in a 
group of plastidules, in a limited region of the body, in sufficient 
strength to make itself felt. 

(2) Each plastidule exercises and submits to heredity 
independently of the others. The descendant is a sort of mosaic 
of ancestral traits; these are brought into juxtaposition, but 
never perfectly blended. This law finds its principal applica- 
tions in the case of hybrids and crosses ; the unbalanced varia- 
tions, the lack of harmony, the incoherence ascribed to them in 
the works of Naudin, Gaertner, Darwin and others are the 
necessary consequences of the independence of transmission as 
between the biological unities of which the organism is com- 
posed. The infertility and extinction of hybrids is a special 
application of the same law.” 

* Pp. 40-50, 105-109. 

* These tendencies toward physical and psychic incoherence among crossed types, 
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(3) The hereditary power varies as between the different 
plastidules, and with the same plastidule as between different 
times. 

(4) Hereditary influences persist indefinitely. This persist- 
ence manifests itself strikingly in atavism—the reappearance of 
the characteristics of more or less remote ancestors which have 
not appeared in the intermediary generations. It manifests itself 
further in the manner in which the embryo in its development 
repeats the stages of ancestral evolution. 

(5) The sum of hereditary influences acting upon each 
individual may be regarded as pertaining one-quarter to the 
father, one-quarter to the mother, one-quarter to the paternal 
ancestors, and one-quarter to the maternal ancestors (Law of 
Galton). Individual ancestors have thus on the average a degree 
of influence decreasing rapidly as the generations progress. The 
influence of a grandparent would average one-sixteenth; the 
influence of an ancestor twenty degrees removed would average 
less than one-millionth. This explains the rarity of atavism to 
the characteristics of remote ancestors. Such a case occurs only 
when the more immediate ancestral influences counterbalance 
and neutralize each other or when their action is in some way 
suspended. 

(6) The possible combinations of hereditary transmission may 
be theoretically or diagrammatically represented by the parallel- 
ogram of forces. This geometrical analogy helps us to under- 
stand the effects of the convergence or the opposition of hered- 
itary forces, the absence or the neutralization of one or several, 
and to explain those paradoxical cases which appear to be 
exceptions but are in reality exemplifications of the principle of 
heredity. The use of the analogy must not be allowed to con- 
ceal the ultimate causal dependence of the phenomena of 
and the usually prompt disappearance of the crossed type through infertility (caused 
probably by such incoherence) or through reversion to one of the original types are 
elaborately discussed in pages 155-196, and in “Recherches sur le probléme de la 
dépopulation” (Revue d'Economie politique, 1895, pp. 1002-1029, and 1896, pp. 132- 


146). For a criticism of these arguments see “Ethnic Influences in Vital Statistics,” 
by W. Z. RIpLey in Publications of American Statistical Association, March 1896. 
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heredity upon the laws of stereochimy and of chemical 
mechanics.” 

The race is fundamental in heredity and in selection. Noone 
can comprehend the working of social selection, the functioning 
of the most intimate forces of the life of peoples, if he ignores 
the nature and the influence of the factor of race, and the physical 
and psychic characteristics of the principal racesof men. A race 
is properly a biological group, not an accidental, political or 
linguistic assembling of individuals, a group possessing in 
common a certain hereditary type. 

While no such group of men can have remained without 
intermixture it is possible to distinguish the principal human 
races, and to classify existing individuals as representing more 
or less accurately the pure type of one or another race. 
The evidence of prehistoric remains shows races already most 
sharply characterized, and compels us to regard present individ- 
uals of intermediate characteristics as crosses, and as by no 
means the residuum of primitive forms not yet differentiated 
into distinct races. 

The fundamental races entering into the population of Europe 
(portions of the southern peninsulas excepted) are—to adopt 
for the sake of precision the terminology of Linnzeus— Homo 
Europeus and Homo Alpinus. 

Homo Europeus (equivalent to dolicho-blond)— Average 
height of adult males about 1™.70, less in antiquity, greater in 
Scandinavia and in some states of the Union. Cephalic index 
(ratio of the width of the head to the length) from 72 to 76. 
The center of his area of dispersion is the North Sea. Almost 
pure in Great Britain and Ireland, this race forms the dominant 
element of the population of maritime Belgium, of Holland, of 
the parts of Germany bordering on the North Sea and the Baltic, 
and of Scandinavia. It predominates largely in the United 

*See WEISMANN: “Germinal Selection.” “.... powerful determinants in the 
germ will absorb nutriment more rapidly than weaker determinants .... every 
determinant battles stoutly with its neighbors for food, that it takes to itself as much 


as it can, consonantly with its power of assimilation and proportionately to the 
nutrient supply.” — Monist, 1896, p. 273. 
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States, Canada, and Australia. In France and in most of 
Germany it forms a secondary but still important element in the 
population of the plains; above an elevation of 100™ it becomes 
rare. Its former area of dispersion was much broader; it cov- 
ered all Europe, the north of Africa and Asia Minor, and certain 
of its branches penetrated even to India, Persia, and China. It 
probably originated by climatic selection in the region now 
mainly submerged under the North Sea. This race comprises 
perhaps thirty million individuals in Europe, twenty million in 
America. Cross types closely resembling it embrace an equal 
number. 

Psychologically this race presents great extremes on the one 
hand of high capacity, and, on the other, perhaps, also of 
deficiency and worthlessness. At its best at any rate it is more 
domineering, enterprising, and self-reliant than other races. Its 
mental horizon is wider, its ambition and courage more impet- 
uous. It has large needs and works ceaselessly to attain its ends. 
It understands better how to gain wealth than to save it. 
Adventurous by temperament, it shrinks from nothing. Progress 
is its most intense need. In religion it is protestant; in politics 
it demands mainly freedom for individual activity. It sees far 
ahead its own interests and those of its nation and race, and 
aspires to the highest destinies. 

Homo Alpinus (equivalent to brachycephalic type )— Average 
adult height 1™.60 to 1".65. Average cephalic index 85 or 86. 
Color of the skin, eyes and hair, usually dark or medium. With 
the exception of Spain, southern Italy and the Islands this race 
is thickly distributed from the Atlantic to the Caspian and the 
Euphrates. Except in Poland it does not, however, often pre- 
dominate in the plains ; they are the chosen abode of H. Europeus 
in more or less pure form. Above 200 meters it predominates 
and above 500 meters it has almost exclusive sway. Its area of 
dispersion, although immense in territory, is relatively thinly 
settled and the race is not represented in Europe by* more than 
sixty million of individuals of approximately pure type. Homo 
Alpinus is probably a hybrid which has become fixed and con- 
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stant, the result of a crossing between Homo Acrogonus and 
certain other types. 

Psychologically, the brachycephalic is frugal, laborious and 
prudent. Without lacking courage he is far from warlike in his 
tastes. He is strongly attached to his native soil. Rarely 
worthless, he attains rarely to genius. The circle of his views 
is narrow, but he works patiently to realize them. He follows 
tradition and ‘“ good sense,” adores uniformity and is suspicious 
of progress. In religion he is by preference Catholic, in politics 
he invokes the protection of the state and tends to attack those 
who surpass the level of mediocrity. He sees clearly his 
immediate personal and family interests, but the frontiers of his 
country are often too broad for his vision. With the cross types 
the egoism of the brachycephalic is often emphasized by the 
energetic individualism of the dolichocephalic and the sentiment 
of family and race is weakened; there follow extreme cupidity 
and all the vices of the bourgeois and finally elimination of the 
family by the excess of self-restraint." 

Lack of space precludes even a summary of the theories 
advanced as to Homo Contractus, Homo Acrogonus, and other minor 
forms. It is necessary, however, to state the author’s attitude 
with reference to the so-called Mediterranean type. This term 
was used by Broca to designate the short, dark dolichocephalics 
dispersed on all the coasts of the western basin of the Mediter- 
ranean, in the islands, in Spain, southern Italy, and the north of 
Africa. This group is in reality extremely complex and the 
prevailing views in regard to it require a thorough revision. 
Much of the population that has been confounded with it, par- 
ticularly in the south of France, is blond instead of dark. The 
type of the dolicho-brown can hardly be regarded as homoge- 
neous. In Europe, in the north of Africa, and in Spanish Amer- 
ica it numbers perhaps thirty millions of individuals more or less 


* Pp. 17-23; cf. DE Lapoucs, “ Recherches Anthropologiques sur le probléme de 
la dépopulation” (Revue d Economie Politique, 1895, pp. 1002-1029, and 1896, pp. 
132-146). For a suggestion that the brachycephalic type is better adapted to the 
requirements of modern social and political groups see A. FOUILLEE : “ Dégénérescence 
le Passé et le Présent de nétre Race,” Revue de deux Mondes, 15 Octobre, 1895. 
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pure. It is rare in western and central Europe except in regions 
colonized by Moors or Spanish Jews and in the more cosmopoli- 
tan cities.’ 

Social selection, or to use the term of Wallace, human selec- 
tion, is the great force in altering the quality of population. 
Education has only a limited effect upon the single individual, 
and even this effect is not in any appreciable degree transmitted 
to his descendants ; it cannot be relied upon as the primary 
means of human improvement.? Climate and regimen have a 
large influence in shaping the character of population, but this 
influence is exerted through a selective process favorable to the 
perpetuation only of the types best suited to the prevailing 
regimen and climate. The influence of climate and regimen 
belong primarily to the category of natural selection, though 
even their action is largely modified by human foresight and 
intention so that they become, at least indirectly, forces of 
human rather than natural selection. The same is true of patho- 
logical selection — the selection exerted by disease: the fitness 
of the individual to resist depends not only upon his physical 
endowment but upon his habits, his intelligence, his ability to 
employ the best medical services. Sexual selection which may 
from some points of view be classed as a natural selection, is 
yet more obviously conditioned upon ethical, esthetic, legal, and 
distinctly social factors. The field of natural selection in the 
proper sense is then extremely restricted among civilized men ; 
it is the various forces of social selection that are all important.‘ 

The quality of population, then, depends in the long run 
upon the action of social selection. The quality of population 
is in turn the principal factor on which depends the course of 
history and the progress of civilization. These propositions are 
illustrated in great detail and in a manner which throws new 
light on many of the problems of the rise and decadence of 
nations. It is evident that the destinies of a people are in clos- 

*Pp. 26 and 27. Pp. 101-125. 3Pp. 127-153. 

4See the Quarterly Journal of Economics, January 1896, pp. 157-159. 

5 The distinguished classical scholar Dr. Otto Seeck is now publishing an elabor- 
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est correlation with the quality of the elements which compose, 
and especially with those which control it. If it is rich in ener- 
getic and intelligent elements the most disastrous events will 
have only a limited and temporary influence; the same circum- 
stances may produce an arrest in development, a rapid decadence 
or a final collapse, if intelligence, and especially if character is 
lacking, if indecision and discouragement paralyze action. The 
degree of vitality, the practical judgment, the political ideal and 
the energy devoted to realizing it vary according as the power 
is in the hands of different ethnic elements. At one epoch the 
people rises superior to the most serious obstacles, at another it 
gives way before insignificant difficulties. The explanation is tobe 
found very largely in the changes that have been wrought mean- 
while by selection in the ethnic character of the population, and 
especially among the class in political power. Other influences 
in the development of a nation are after all secondary. Thus 
when the Phoenicians were driven from their position on the 
Persian Gulf where they were becoming the carriers of the 
Indian Ocean, they developed another maritime empire in Syria 
and later in Carthage; while on the other hand the advantages 
of their first position did not make a maritime people of their 
successors. Thus Portugal and Holland ceased to be great 
maritime nations when the dite among them were eliminated by 
war and colonization. Thus while the English have utilized to 
the full the advantages of their maritime position, the Japanese 
and the inhabitants of the Mediterranean islands have failed to 
realize their possibilities, and probably would have failed had 
they lived in the British Isles. 

The Roman people, settling in a geographical location by no 
means favorable, survived its early dangers and gained power 
purely in virtue of the high quality of its race, rich, particularly 
among the patricians, in the element Europeus. But it gained 
empire at the expense of the best elements of its racial stock. 
From the time of the Punic wars the population steadily deteri- 


ate history of the fall of the ancient world along somewhat similar lines. Geschichte 
des Untergangs des Antiken Welt (Erster Band, Berlin, 1895), especially pp. 257-289. 
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orated. The patricians no longer guarded the purity of their 
blood. Roman citizenship was extended in wider circles, and 
slaves were freed in order to fill the depleted ranks of the sol- 
diery. The Punic wars, the social wars, the civil wars almost 
annihilated the primitive Roman stock and the war between 
Czsar and Pompey finished the work. 

In Greece of the heroic period the dominant element —the 
Hellenes— were probably tall, blond, and dolichocephalic, the 
subjected elements were comparatively brachycephalic. The 
invasions of the Thessalians, Etolians, and Dorians brought a 
purer type of Homo Europeus as the henceforth dominant ele- 
ment. Warfare between the cities and between the social classes 
within each city and other less obvious causes tended to keep 
down and exterminate the dominant classes always comparatively 
few as compared with the total population. Finally there 
remained little trace of the ancient class of citizens, and none of 
the most superior elements. The cities were filled with people 
of various origin who had gained the name of citizen. There 
was still a Greece, but no real Greeks. There is a Greece today 
with the same climate and location, Greek is spoken, but the 
cephalic index has risen from 76 to 81. If the ancient Greeks 
were to return, in less than a hundred years the acropolis would 
be again the center of civilization." 

The same causes largely determine the development of the 
internal political life of a nation. As soon as the aristocracy of 
Gaul and the dolichocephalic blond tribes were rooted out, the 
masses of the remaining population, composed of Homo Alpinus 
and Homo Contractus and mixed types, became docile in the 
hands of the Romans. The infusion of new European blood by 
barbarian colonizations brought a new period of energy. After 
the adventurous European element was diminished by the 
crusades the character of internal politics changed. The first 
great step in the decadence of France is the driving out of the 
Huguenots, and their advent in Prussia is followed by the rise 
of that power. The modern political impotence of the French 


* Pp. 74-76, 84-90, 409-442. 
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people is the result of the successive eliminations, by political 
and religious struggles, by foreign war and by other adverse 
selective influences, of the superior elements of the population." 
So, to cite only one more instance, the great phases of England’s 
development correspond to the domination of different racial 
elements. The Puritan commonwealth was the work of the 
dolichocephalic brown type; the modern movement of coloniza- 
tion and expansion is the work of the element of which well-nigh 
the total population has come to be composed, and of the genius 
of which England’s recent history presents the best illustration 
—Homo Europeus.* 

The development of a nation presupposes the presence of 
superior ethnic elements capable of directing and controlling the 
masses. These elements may come by peaceful immigration, or 
at least theoretically by favorable internal selection, but they 
have usually been furnished by conquering invaders. The period 
of development is that in which the superior elements multiply, 
hold the direction of affairs, and impress them with the seal of 
their personal genius. It is the period of the specialization of 
races, of the employment of the races, according to their native 
capacity, in governing, in war, or in labor. The period of deca- 
dence follows from the relative or absolute diminution (through 
unfavorable selection) of the superior elements, and is hastened 
by the breaking down of their former exclusiveness and the 
sharing of their power with the inferior classes. 

Social selections may be provisionally grouped under six 
categories: military, political, religious, moral, legal and eco- 
nomic. The discussion of the working of each of these groups of 
selective forces is extremely suggestive. Space permits me to 
refer to only two of the chapters—those on military selection 
and on economic selection. 

Military selection has been at some periods a force favor- 
able to human development. Among civilized peoples, how- 


* Pp. 74-76, 289, 216-262, 207-242. 2 Pp. 74, 90-97. 

3P.77. These principles do not apply to countries like the United States in 
which the different ethnic groups or the different types of human capacity have not 
yet been stratified into distinct social classes. 
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ever, militarism is destructive of the better elements. Under 
voluntary recruitment the bravest and most patriotic citizens 
enter the army and are decimated by the war. Under the system 
of compulsory service it is the physically or mentally defective 
portion of the population that is exempt from the possible 
dangers of war, and at any rate from the hardships of the 
caserne, from the setback in industrial career, and from the post- 
ponement of marriage. Dr. Collignon and Otto Ammon have 
indeed maintained that actual warfare has sometimes a favorable 
selective effect. In support of this proposition they cite the 
remarkable perfection of the individuals born after the Franco- 
German war.* But this exceptional excellence of these individ- 
uals is not to be attributed to the elimination of inferior elements 
by the war. These last had remained at home, and the army 
recruits of 1891 in Germany and 1892 in France who were 
largely their children show an exceptionally low average quality. 
The explanation is that the rate of natality among the superior 
elements which had been kept down during the war was unusually 
high after its close, that marriages which had been retarded were 
naturally unusually frequent, the more so because of the fact that 
celibates had been brought under the colors more promptly than 
married men. A further explanation is that as the more vig- 
orous soldiers returned, the chances for the marriage of the 
inferior individuals were lessened. A detailed comparison of the 
conscripts of Herault of the class of 1891 (the “children of 
the war’’) and the class of 1892 shows the former with a greater 
proportion of brachycephalic subjects, the latter with a greater 
proportion of dolichocephalic subjects. It appears very clearly 
from this comparison that in Herault, and probably throughout 
France and Germany, not only have the weak and defective of 
every race continued to multiply while the better endowed 
elements lost a year, but also that the brachycephalic type was 
favored. If the war had been of longer duration this numerical 


* These children formed the conscripts of 1892 and the following years in Ger- 
many, and of 1893 and the following years in France. See AMMON: Der Krieg als 
Werkzeug der natiirlichen Auslesse, and K. v. B., Zur natiirlichen Auslesse durch den 
Krieg. 
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advantage for the brachycephalics would have overbalanced the 
subsequent reaction in favor of the dolichocephalic increase. 
In these data we see in detail the process which has been very 
general in European history of the substitution of the brachy- 
cephalic type for the dolichocephalic by military selection." 
Economic selection becomes more and more under modern 
conditions the most important of the selective forces. In most 
of Europe, at least, it is hostile to Homo Europeus, and in gen- 
eral to the better elements of the population. Plutocracy, 
luxury, artificial standards of life, and the conditions of a 
professional career, tend in our author’s judgment toward the 
elimination of the élite. Much the most important discussion of 
economic selection continues, however, upon the question of the 
selective influence of migrations, foreign and internal.2 Indeed 
it is in this field of inquiry that socio-anthropological research 
has been most active and most fruitful of results. It is impossi- 
ble even to resume the data here, but the English reader will find 
most of the available data in a recent article in which I have 
treated this phase of social selection.3 It may be interesting to 
resume here the results at which Lapouge arrives. European 
emigrants are drawn mainly from the dolicho-blond regions. 
Where they have originated in countries with the mixed population 
they represent especially the dolichocephalic blond element of 
their native country. In virtue of his migratory character, Homo 
Europeus is losing ground faster than he otherwise would in 
many parts of Europe, but from the cosmopolitan point of view 
this diminution in the home countries is more than offset by his 
expansion throughout the habitable world. The ultimate 
result of the constant but less obvious phenomena of internal 
migration is less fortunate. A wide range of anthropological 
statistics appears to prove that as concerns a population like that 
of most of Europe, composed jointly of Homo Europeus and 


*Pp. 208-242. 

?It might perhaps be preferable to classify these most important influences sepa- 
rately as migrational selection. 

3“ Dissociation by Displacement: a Phase of Social Selection” (Quarterly Journal 
of Economics, January 1896). 
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Homo Alpinus, it is the former element that enters most largely 
into the internal movements of the population and particularly 
into the migration from the rural districts to the cities.t Urban 
selection tends to eliminate or at least very radically to dimin- 
ish the elements thus concentrated. This last form of selection 
is of the greatest danger for modern societies and especially for 
France.” 

The various forces of social selection, in spite of certain 
favorable aspects, are tending to diminish the superior elements 
of the population, at least in most of continental Europe. Sys- 
tematic selection seems, then, more and more necessary, not only 
to insure progress, but to prevent the impending deterioration of 
the race. Theoretically and on its scientific or technical side, 
systematic selection is in our author’s judgment perfectly feasi- 
ble. The difficulties are moral and social. They may perhaps 
become less formidable with ethnic changes in the present popu- 
lation, with the growth of different ethnical conceptions, and 
the advent of new systems of social and economic organization. 

Systematic selection might aim at any one of the following 
ends: (1) to constitute a natural aristocracy among a given 
people, (2) to constitute specialized and distinct castes suited 
for the different branches of social work, (3) to transform a 
people as a whole in a given direction, (4) to form a universal 
dominant race, (5) to improve all humanity by utilizing the 
most perfect local types, (6) to substitute for existing humanity 
a single, more perfect, race, etc. 

Systematic selection, whatever its ultimate goal, would have 
to proceed in two directions: (1) to eliminate the degenerate, 
vicious and incapable elements, (2) to increase and perfect the 
superior elements. In the promotion of either of these objects 

*The most recent documents in support of this proposition are Dr. Collignon’s 
“Anthropologie du S. O. de la France” (Annales de Géographie, January 1896) and 
De Ujfalvy: Zes Aryens. The results of Oloriz in Spain —Distribucion geographica 
del indice cefalico en Espata — and of Livi in Italy —Anthropometrica militare — do not, 


properly interpreted, militate against this principle, but suggest certain extensions and 
amplifications of its first provisional form. 


* Pp. 343-408. 
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reliance could be placed either upon individual initiative and 
moral pressure, or upon coercion through public authority. The 
reform, if it comes at all, will be initiated by individuals and 
generalized by the action of organized society. Difficult as 
appears the control of heredity and selection, it seems to be 
demanded in the highest interests of human welfare. Further, 
we need not overestimate the obstacles existing in the prevailing 
ideas of our time. ‘In the future, and for races whose thoughts 
and feeling are different from ours, these obstacles will lessen 
or even disappear. Horizons of which we cannot form the least 
conception may thus open before humanity.” 
Car os C. Cosson. 


THE UNIVERSITY OF CHICAGO. 


4 


HADLEY’S “ ECONOMICS.” 


THE abundance of systematic works on political economy is 
apt to exert a deterrent effect upon the economist from com- 
peting in this much frequented field; he seeks rather some 
corner of the science which he may call his own. However, in 
spite of the ignorant criticisms of literary dilettanti, the dismal 
science has never progressed faster than within the last few 
years. Views as to its scope, purpose, and results have under- 
gone rapid transformation, and the comprehensive statement of 
the science must have changed correspondingly. It is possible 
that no one man can grasp the whole situation, but it is obvi- 
ously necessary that compendious re-statements should con- 
stantly be made. The profession and the public, therefore, owe 
a debt of gratitude to the economist who consents to suspend 
labors directed to the forward movement of the science, in order 
to put on record his conception of the stage at which it has 
arrived. 

Professor Hadley’s book is essentially a product of the times 

‘in which we live, and written for these times. While eminently 
scientific, it is well calculated to take the foremost rank in 
the great work of putting the popular consciousness in har- 
mony with the present stage of industrial organization. If we 
may believe that the principal hindrance to industrial and polit- 
ical progress lies in the perverted or half-developed conscious- 
ness of the community, it follows that correction of aberrations 
of the social mind is the duty of the apostle of progress. It is 
true that every political economy has this purpose ultimately in 
view, but it is faint praise of this book to say that it comes closer 
to the people than any of its predecessors. Knowledge can, in 

* Economics. An account of the Relations between Private Property and Public 


Welfare. By ARTHUR TWINING HADLEY. New York and London: G. P. Putnam’s 
Sons, 1896. 8vo. pp. xi+496. 
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general, be propagated only from above, downward, through a 
sort of hierarchy. The disquisitions of the wisest are intelligi- 
ble only to those removed slightly in degree of wisdom, and so 
on downwards. This book, however, is so written that any man 
ot good intelligence will envitably receive those great lessons 
in normal industrial life in which all economists agree and which 
are probably true, while to the economist it suggests a depth of 
research and a breadth of generalization of which the layman 
can have no suspicion. It is more truly than Roscher’s work a 
book for ‘students and business men.” 

While the title, ‘‘ Economics,” is, perhaps, the simplest that 
could have been given, it is questionable whether it is strictly 
correct, even in the sense in which the term is used by Professor 
Marshall. The justification of the title is found in the fact that 
the author confines himself quite strictly to the economic field, 
notwithstanding the temptation to wander from it, offered by 
the method employed. The difference from a strict political 
economy lies in the fact that the point of view is ethical rather 
than positive. The statements of economic truth are often 
short, and sometimes, though rarely, perfunctory. The work is 
a long argument for the general rightness of what is. Economic 
life is relieved of its outer shell of accident for the express pur- 
pose of approving the normal kernel within. This point of view 
is essentially popular. The common difficulty of exposition is 
that the reader stands in need of preliminary training; before he 
can profitably read a work on political economy, he must be able 
to distinguish the positive from the ideal; in other words, he 
must be a scientist first and an economist afterwards. The 
merit of Professol Hadley’s method is that the untrained reader 
will read intelligently and sympathetically from the start, and 
will naturally accept economic conclusions as presumptively 
true until they can be tested by further study. Such a reader 
would be mystified by the title, ‘Ethics of Economics,” while 
the postive contents of the book make its actual title more 
attractive to him and scientifically not indefensible. It may be 
a question whether the general sociological interest aroused at 


| 


HADLEY’S “ ECONOMICS” 469 


the present time is not, despite the asserted positive cha:acter 
of sociology, to lend to all the social sciences an ethical color 
ing, or whether we are to leave to the positive results already 
attained the name by which they are currently known, and are 
to recognize that we are now busy in a new field. The latter 
course would seem to be more accurate and useful. 

Another characteristic that will make this book useful in dis- 
seminating economic truth is the employment of the method of 
evolution. Popular distrust of evolution is disappearing. What 
remains is not likely to be aroused in the absence of the word, 
‘evolution ;” while the actual employment of the method is especi- 
ally calculated to lead the reader on. The logic of history has 
its mirror in the human mind; what nature thinks must find a 
ready response in us. All evolution, however, is not historical, 
or, if you so prefer it, all differentiation is not evolutionary. 
There is as truly an evolution from thought to thought and 
from process to process, as from time to time. We must sup- 
pose not only an unbroken procession of events, constituting 
the web of life, but also an unbroken juxtaposition of categories, 
constituting its woof. It is at once a merit of popular exposi- 
tion and a scientific defect that this book does not accept all 
the instruments of differentiation of economic categories. It 
does, indeed, accept and use the general method of differentia- 
tion of ideas, but rejects the essentially sociological method. 
which looks upon rent, profit, and cost as categories that may 
usefully be abstracted from classes of persons. The avoidance 
of abstraction is a decided gain for the cause of poupular exposi- 
tion, while the conscious attempt to eliminate the abstractions 
alluded to does not, in all cases, prevent the adoption of their 
beneficial conclusions, as will be hereafter explained. While the 
author’s rejection of these methods is the result of conviction, 
the effect is certainly happy for the purposes of the book. The 
simple and lucid language employed throughout, and the 
remarkable success in avoiding the use of technical terms, favor 
the same end. In the present troublous times, when popular 
education has made common a half-learning that threatens to 
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engulf the ship of progress, we must be thankful if here and 
there a man for the times appears. 

The feature which will most aid this book to attain a wide 
influence outside of professorial circles, and which will at the 
same time be helpful within those circles, remains to be men- 
tioned. The essential truths of industrial life have hitherto been 
studied from the points of view of production, consumption, 
exchange, and distribution. It is something more than tradition 
that has held economists fast to these categories : they seem to 
be necessary for scientific investigation. The present book, how- 
ever, raises the question whether method of exposition may not 
be competely severed from method of investigation. For here 
we have no more of the old categories. The book has rather a 
political than an economic aspect. The subjects of discussion 
are those of the hustings rather than of the chair. The only titles 
that remind one of a political economy are Money, Credit, 
Profits, and Wages. The other and characteristic chapter-head- 
ings are Public and Private Wealth, Economic Responsibility, 
Competition, Speculation, Investment of Capital, Combination of 
Capital, Machinery and Labor, Co-operation, Protective Legisla- 
tion, and Government Revenue. 

The reader who seeks practical guidance must search through 
all the different titles of a work on political economy in order to 
collect all the mandatory or direct results which bear upon his 
case. The obvious reason for this is that a science is not manda- 
tory but seeks only to establish facts, which may, indeed, form a 
basis for commands. Those scientific facts are of a permanent 
nature —not absolutely permanent, perhaps, but sufficiently so 
to justify the use of the term. The questions, however, which 
are discussed at the present moment are distinctly temporary ; 
they cannot be employed as the titles of economic laws, nor as 
classifications of those laws. They embody, rather, the shifting 
point of view which the public takes as economic phenomena 
unfold themselves. We may agree with the historical school that 
the laws of economics themselves possess different degrees of per- 
manency. We must insist, however, that the popular point of 
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view is subject to changes differing in time and degree from 
changes in economic law. While it is true that some popular delu- 
sions are as old as the hills, it is fair to assume that the popular 
classification of economic interests is subject to constant changes. 
These changes follow the subject matter of political, rather than 
of economic history. They are different in peace and in war; 
they are different in agriculture and in manufactures, in new and 
in old countries, in patriarchal and in capitalistic communities. 

A method of exposition calculated to reach the people must 
adopt the popular classification. By this it isnot meant to imply 
that science does not use popular conceptions as its basis of 
classification. In fact, the business of a social science is, from 
one point of view, simply to draw the line between popular con- 
ceptions, which are fundamentally correct, but overlap and blur 
each other. The conceptions chosen by science, however, are 
not those which, at any one moment, claim the largest share of 
popular interest. It is these questions of the day that Professor 
Hadley has skillfully availed himself of for the purpose of expo- 
sition. It is not to be denied that the efficacy of his method 
causes the author to lean towards the doctrines of the extreme 
historical school in denying the permanency of economic laws ; 
but we can excuse a bias the results of which are found to be so 
excellent. The method of political economy has not been 
changed by this book, which could not have been written if a 
science of political economy did not exist, and which cannot 
relieve the science of the duty of pursuing its own methods in 
the future. To abstract the results of science from their proper 
categories and re-distribute them through the questions of the | 
day is, indeed, a scientific task, and one which has, in the present 
case, been so skillfully performed as to give bright promise of 
wide influence and useful results. This book refreshes and stim- 
ulates the economist, but does not help his method. 

The bane and benefit of idealism have ever accompanied 
human society. In the middle ages the ideal held complete 
sway: medizval art attests that things were not painted as 
they were. With exploration, invention, and the testing of reli- 
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gion arose science and realism as the grand correctives of idealism. 
The duty of correcting the distorted vision of idealism necessa- 
rily resulted in an appearance of warfare. While realism has 
undoubtedly gotten the best of the disputes and has reduced 
idealism from a position of absolute domination to one of respect- 
ful co-operation, it is doubtful whether this victory is sufficiently 
acknowledged outside of the world of letters. The world of 
thought has kept up with the times; the world of action, on the 
contrary, has only a vegetative or mechanical consciousness, and 
men of action retain some of the hallucinations of their forefathers 
as to the relation of public and private interests. It is true that 
the change of sentiment on this subject since the middle ages has 
been enormous ; but it is also true that the increased complication 
of modern life renders it so delicate that small errors today may 
cause more injury and suffering than great ones did four or five 
centuries ago. 

For this reason, the need for realistic propaganda is greater 
than ever, and especially in the industrial field. Socialism is 
today as dangerous as ever; in fact, the average citizen whose 
mind has been awakened to its dangers has a feeling that a 
destructive wave is sweeping over society. While the student 
of history knows that things are not so bad as that, still he is 
alive to the possibility of social retrogression, and must greet 
with pleasure this book which is sure to be a new bulwark against 
socialism. 

By skillful use of the method of historical evolution, an argu- 
ment for economic individualism has been made, such as has 
rarely, if ever, been presented to the public. The political pro- 
gramme in the United States sufficiently indicates the need for 
such a book at the present moment ; and the book itself wears the 
aspect of contemporaneousness in the highest degree. Its 
argument is so uninterrupted, its parts are so welded together, 
that it seems to have been written una incude,—by the labor 
of a single day. The nature of the book does not impair its 
interest for men of science. It is unavoidable that some of the 
sub-categories adopted by science should continue to be employed 
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in a work which covers the common ground of economic thought, 


and Professor Hadley’s generalizations will be found suggestive - 


and helpful. He passes from one phase to another with ease 
and without apparent break of continuity. There are places 
where he might have made much more extensive use of differ- 
entiation, and the impression is produced on the reader that 
where the cause of individualism is not plainly involved, the 
author’s interest in evolution lags. 

The endeavor to present a new political economy catalogued 
under the titles of current discussion, and treated ‘according to 
the strict method of historical evolution, has prevented the 
author from collecting his chapters into books. Nevertheless, 
the historical method dies out necessarily in the chapters on 
Money, Credit, Profit, and Wages. Ina strict political economy 
this transition would be recognized by a new grand division of 
the work. It is a gain in method that Professor Marshall’s Prin- 
ciples of Economics treats historical evolution in one book, and 
absolute differentiation of functions in other books; and the 
general reader who has followed the dramatic and triumphant 
march of individualism through six chapters will feel a certain 
let-down in the succeeding four. Nevertheless, these latter 
chapters have also appropriate excursions into historical evolu- 
tion, and, if the reader keep his courage up, he will be rewarded 
in the succeeding and last four chapters by much of the old 
swing. 

Chapter I, on Public and Private Wealth, brings together in 
a preliminary discussion those phases of individualism and social- 
ism which force themselves upon the economist today. We are 
told that private capital is more likely than not to result in public 
wealth, because, ‘If men fail to use their capital for things the 
community needs, they lose money.and are eliminated from con- 
trol of the next period of production.” The method of allow- 
ing private titles to capital must stand or fall upon its merits, 
and is not to be defended by any argument that the title is 
the essential thing, but the material goods, accidental. The labors 
of Adam Smith have helped the industrial revolution to bring 
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people over to the true view that trade is a means of public 
service. The tendency to look upon political economy as an art 
involves the notion of paternalism, and naturally comes from 
Germany. An art prescribes methods of trading or living and 
stops with that; but the statement is made without explanation 
and would hardly prove instructive to the general reader. The 
actionand reaction in progress, of morals, industry, art, and science 
are finely portrayed. The socialist is described as one who looks 
to immediate details; the individualist as one who looks to the 
ultimate result, the effect on society. This statement of the author 
is true only as to what might be called the art of socialism and of 
individualism. It is true that the individualist finds fault with the 


socialist, and justly, for proposing impracticable changes in details 
of social life ; but the impracticabilty of the socialist is the result 
of visionary idealism, the injurious effects of which are apparent 
to the individualist. It is, therefore, a mistake of our author to 
characterize a socialist as a person occupied with details. 

The evolution of animals and of plants is a rivalry of dissim- 
ilar types; the evolution of man is a rivalry of similar types. 


The contest for existence is succeeded by the lust of dominion, 
which accompanies the organization of the family and of the 
nation. As the type rises, the scene of contest changes from 
the physical to the moral world, and the neglect of physical 
selection thus induced suggests the danger of physical degenera- 
tion. A healthy society is one in which the best individuals set 
the pace. Perhaps the author might have put more stress 
upon the efficacy of what might be called “subjective evolution.” 
If the advance of the community depends upon sacrifice, that 
sacrifice must become less and less a destruction of the individ- 
ual, and more and more a destruction within the individual. 
Every brain-worker knows what the cost has been to himself of 
his own progress. This cost is as truly social as is the total 
elimination of a weak individual from society. With progress 
the sphere of activity or, as it were, the center of gravity of 
sacrifice, is changed from the palpable or physical world to the 
impalpable or psychic world: those who perished of disease are 
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now cured by philanthropy ; food that we formerly disliked is no 
longer on our bill of fare, or else our tastes are reformed so that 
we prefer a homely diet ; the internal struggle goes on of rectify- 
ing unhealthy physical symptoms in order that the mind may be 
supported in higher psychic struggles. There is, therefore, no 
reason for supposing that the higher evolution will cause even a 
physical degeneracy; we must not hesitate to credit every indi- 
vidual sacrifice, however hidden and intangible, to the grand total 
of social cost (or as Professor Hadley prefers to call it, waste), 
which makes for progress. 

Static and dynamic problems are identified with the deduc- 
tive and inductive methods respectively, and the relativity of 
economic and moral truth is clearly stated. 

Under the head of Economic Responsibility (Chapter II) is 
laid the foundation for the point of view which characterizes 
the book. The exclusive ¢conomist is interested simply in the 
flow of economic goods available for consumption; the popular 
view is interested much more in the different question of eco- 
nomic head-ship. Since the whole book istaken up with this dis- 
cussion, we cannot expect to find in this chapter more than the 
developments of early history, which are well calculated to con- 
firm the general principles of individualism explained previously. 

It is admitted that property rights originated in violence, and 
that the wage-worker of today is the logical descendant of the 
ancient slave and of the medieval villein. Now what is the bear- 
ing of these facts? Is it, as the socialist says, that property is vio- 
lence and that the wage-earner is a slave? Certainly not. The 
actual condition of private possession of goods, which originated 
in violence, has become, independently of its origin, a utility of 
peace and industry, a step towards a less grossexistence. Ina 
similar way slavery was a first step toward that due subordination 
and those industrious habits which were to benefit all and make 
them more truly tree. 

Progress in the arts gives the primary impulse to progress 
in civilization. This truth deserves more attention than the author 
has bestowed upon it. Inventions furnish the indispensable mate- 
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rial basis for readjustment of the relations of men in industry and 
in society. Perhaps this was not true of ancient Greece, and will 
not be true again when the average of mankind shall have been 
raised to that of the Greeks; but as things go today, the electric 
motor and the bicycle have more influence in raising the human 
race towards a psychic condition than the universities. 

It is further shown that violence and slavery made peace 
necessary in order to enjoy the fruits of war. The existence of 
peace made industry and capital necessary in order to bridge 
over the periods between the exhaustion of old booty and the 
acquisition of new. Larger wealth and larger organizations 
brought in their train large armies, and large standing armies 
required support. Slavery fell because it could not use capital 
and support large armies. The emancipation of the serfs in Russia 
was a military necessity which has not benefited the serfs. 

The Malthusian doctrine is well explained in the light of later 
science. What Malthus really meant was that poverty is a nec- 
essary incident in the struggle for existence. In the absence of 
checks to over-population, poverty is unavoidable. The question 
is again raised, whether the avoidance of the sacrifice of poverty 
through the physical prudence of a restricted population may 
not deteriorate the race. If, as the author assumes, the struggle 
for existence is actually avoided, we must believe that the 
dreaded result will follow; but is it not true that with progress the 
struggle becomes psychic, and that that which was before appro- 
priately a pain has now become equally appropriately a pleasure ? 
The luxury of the martyr in his immolation is the type of prog- 
ress. Very different is the condition of the society which in 
avoiding sacrifice of a lower type does not replace it by sacrifices 
of a higher type. Ifthe current criticism of French childless- 
ness, of which Anglo-Saxon egotism is so fond, is to sustain 
the charge of degeneracy, it must be shown that éntellectual sac- 
rifice is declining in France. It may be that the disappearance 
of sacrifice in one category of life, instead of being a proof of 
degeneracy is simply symptomatic of increased activity in 
another category. Moreover, French science, literature, and 
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art must be criticised according to French, not Anglo-Saxon 
ideals. 

Socialists claim that low birth rate is the result of easy con- 
ditions of life. This claim is an arbitrary assumption from the 
fact that a low birth rate and a high standard of living are always 
found together. The causal connection is evidently in the oppo- 
site direction. The difficult task of showing the true relation 
between prosperity and density of population is successfully 
surmounted by our author. 

The necessity for sacrifice is thus brought in as an explana- 
tion of the evolution of economic responsibility, and this is 


undoubtedly where it belongs and where it may most effectively 


be presented to our doubting Thomases. It is quite natural that 
methods of regulating or avoiding sacrifice should be discussed 
in the same connection—the workhouse, the allowance system, 
and poor relief generally. 
Among the vast number of utilities that might possibly have 
been chosen to illustrate industrial evolution, a most judicious 
selection has been made. The transition is now easy to the highly 
evolved type of sacrifice and reward incident to progress, known 
as modern competition, and it is a really skillful stroke by which 
value in exchange is presented as a result of this historical proc- 
ess. The organization of labor which has been described, 
results in the production of a surplus. The meaning of a sur- 
plus is primarily, not that more value is produced but that a less 
variety is produced by each producer or group of producers. 
The result is that the old variety cannot be obtained without an 
exchange. The result of exchange immediately is to produce 
values. The fact that ultimately the total production and its 
variety are vastly increased is entirely aside from the argument 
as to the source of value. We thus see production planted 
firmly at the basis of the science. The benefits of increased free- 
dom of production and consumption are accompanied by certain 
drawbacks that must be frankly considered; free action 
becomes a system and is extended to those individuals who are 
not yet sufficiently developed to take a part in it. The test is 
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whether an institution is of public utility. Free liquor traffic, 
tenement house nuisance, and prostitution are not blessings of 
competition. Competition is also imperfect, the producers often 
having through custom and advertising an undue weight in shap- 
ing demand. 

By defining a monopoly as a combination of sellers to keep 
up prices, the author is enabled to treat “corners’”’ under 
Monopolies in a subsequent chapter. 

A diagram illustrates market-prices ; but this price is not 
stated in terms of equilibrium. This is a scientific loss, and also 
a loss in clearness. Ifa price is stated as an equilibrium of all 
the forces of production and of consumption, it becomes easy to 
analyze those forces according as they are temporary or perma- 
nent. It is not to be denied that this distinction is clearly and 
ably discussed. It is shown that the stock of goods is fixed by 
changes in investment, while the market supply is fixed by the 
competition of merchants ; but the action and re-action between 
production and consumption in the formation of marginal utility 
are stated only in the concrete, to the decided disadvantage 
of the abstract clearness afforded by the language of equi- 
librium. 

Market-price is stated as the golden mean between the 
injustice of special bargains, on the one hand, and the tyranny 
of fixed tariffs, on the other. Especially fine is the demonstra- 
tion of the automatic action of price in causing the supply to be 
increased or decreased to suit the demand, and consumption to 
be decreased or increased to suit the resources of society. The 
reader is not allowed to avoid the conclusion that historical 
development has furnished a wonderfully delicate machine of 
untold benefit to society as a whole, although there are excep- 
tions even to this rule. It is at this point that the beneficial 
relation between “ private property and public welfare ” is made 
most apparent. 

The establishing of a long time normal price is hindered by 
the fact that in agriculture the worst land is apt to set the price 
while in manufacturing the ablest producer sets it, by the diffi- 
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culty of assigning proper cost to joint products, and by the 
interruptions caused by new inventions. 

Value is a permanent and positive fact; it is that which a 
price ought to be if all the uncertainties and accidents of indus- 
trial life were removed. Its existence is the result of historical 
evolution and it is right because it is the highest statement of 
existing utilities. Nothing better can be shown. Actual value 
is commerical ; socialist value is ideal. The commercial system 
tends to distribute rewards according to services. The socialist 
labor doctrine of value would equalize returns in one industry, 
but would increase the inequality of returns between different 
industries, because if all labor were rewarded the same in one 
industry, it would either be rewarded too high or too low, and 
the inequality thus begun would be propagated through the 
whole system, and rent would be increased. The Austrian 
theory, logically carried out, is the commercial one. Professor 
Hadley might have added that the Austrians do not carry out 
their theory logically, because they insist that there is some- 
where a break in the line of causation between supply and cost 
of production. 

The competitive system having culminated in the highly 
useful institution of market values, an evolution of personal 
responsibility has taken place, which deserves still more careful 
attention because it comes closer to the motives of popular 
action. This evolution is traced in Chapters IV and V under 
the titles, Speculation and Investment. The evolutionary pre- 
decessor of the investor is the speculator; and here, perhaps, 
Professor Hadley has benefited by the continental use of the 
term, ‘‘speculation” which does not have the bad meaning 
attached to it in America. 

People who are quite willing to admit the productiveness of 
those services which change the places of goods, are still 
inclined to deny that the holding of goods during a period of 
of time is worthy of reward. On the contrary, the ordinary 
speculation which impels men to buy cheap in the hope of sell- 
ing dear, is the very process which causes the equalization of 
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demand and supply, which was described in the last chapter as 
the brightest triumph of evolution. Nevertheless, it is true 
again in this instance, that if we are to apply the vulgar test of 
the socialists, that an institution is necessarily bad because an 
old form of it is now inapplicable, we would be compelled to 
condemn all speculation. Early forms of speculation would be 
dishonest now. As late as a hundred years ago fine gentlemen 
were suspected of embarking in buccaneering expeditions. 
Because early explorers were animated by lust for gold and 
thirst for blood is hardly a reason why a widow should not buy 
shares in a mining company ; and yet the socialistic logic, which 
declares that the wage-earner is a slave, must consistently claim 
that the widow is a buccaneer. Institutions must be judged by 
the present utilities of their present forms. 

Speculation becomes a regular institution. The dealing in 
futures, in lumber, in cotton, and in other commodities is an 
indispensable service. Illegitimate speculation is thoroughly dis- 
cussed and its evils frankly recognized. Their remedy is found 
in a characteristic resort to individualism: people must be com- 
pelled to speculate with their own capital and thus the econom- 
ically unfit will be rejected; but it is not pointed out by what 
specific regulation this end is to be attained. 

The economic statement of the fact that the leadership of 
labor has been placed by history in the hands of the specula- 
tors is, that wages are paid out of capital. The speculator takes 
the risk: if he fails, it shows that the experiment was a bad one 
or badly conducted; if he succeeds, society has something that 
it wants. The speculative system thus secures for society the 
necessary variety of experiments, while it relieves it from the 
cost of long continued errors. If we take into account the great 
losses borne by speculators, it cannot be claimed that they 
receive more than they deserve ; the only trouble is, that the 
capital that they accumulate is not sufficient to bear their losses, 
and that in times of crises, their mistakes are borne by the whole 
community. 

Investment is simply systematized speculation in which the 
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element of risk is small, and has a history of its own. The first 
capital was agricultural, and the first capitalists were farmers. 
Feudal militarism gave way to industrial speculation. As 
public quiet and order increased, the regular returns to agricul- 
tural industry encouraged a traffic in rents; and the regular pur- 
chase of rent-charges encouraged the purchase of incomes with- 
out reference to the nature of the security for them. It is true 
that interest-giving was a previously existing practice. It was, 
however, rather a matter of luxury or extortion. The rise of 
capitalism, however, changed the nature of interest to an insti- 
tution and gave it a beneficent aspect, thus affording another 
instance of a practice that is bad in one stage of social develop- 
ment becoming good in another through the readjustment of 
utilities. 

The simultaneous growth of capital and of interest soon out- 
grew the agricultural phase and, with the rise of manufacturing 
industry, passed over to corporations. It is characteristic that, 
as the corporation is a little society, it should, as to the rest of 
the world, assume a personal character, and that the associates 
should give up theirs. Hence the law, in principle, exempted 
them from liabilities and relegated creditors to the property of 
the corporation. The author might have added that it here 
looks as though individualism had destroyed itself by creating a 
new impersonal social factor. The teleological significance of 
this phenomenon, however, seems to be that with progress the 
world grows psychic. What were strained conventions become 
tangible, everyday facts. The business man is less and less 
close to brute matter, and through the apparent surrender of 
individuality he acquires a more and more psychic individuality. 
Individualism is not extinguished, but is raised to a higher 
plane. The doctrine of individualism can only mean that, as 
the world advances, such rearrangements of utilities must take 
place is to increase rather than diminish personal character. 

There is no such thing as absolute property rights. Private 
property is simply a guaranty by society of a sufficiently long 
tenure to enable capital to be employed. Hence, the intimate 
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connection of property and employment. A conquered country 
like Ireland may be an exception to the benefit of private pro- 
perty ; in fact, in order to secure the benefits of individualism it 
is necessary sometimes to indulge in a certain amour of protec- 
tion. Patents and copyrights encourage individual responsibility, 
and hence risk, differentiation, and progress. This argument is 
not so convincing in the case of the customs tariff. 

The question of over-investment is treated with considerable 
sympathy for the popular view. To say, as our author does, that 
a crisis is caused by too little consumption, is apt to mislead the 
reader into separating consumption from purchasing power. 
After all, the old explanation of Mill as to circulating and fixed 
capital is simpler. 

Private property is sure to be modified in the future as it has 
been in the past; but this must not be done arbitrarily. 

The institution of private property, capitalist enterprise, and 
business corporations brings into play new distributive forces, 
additional to the laws of value which have been seen to be the 
direct and immediate outcome of competition. These forces 
may be classed under the head of Combination of Capital 
(Chapter VI.) The subject is one where Professor Hadley is at 
home, and his thorough discussion of it will prove a boon toa 
public which sorely needs enlightenment. The primary object 
of combination of capital is not to extort fabulous prices but to 
make prices steady. A price has to go very low in order to 
drive old concerns out, and very high in order to bring new 
ones in. This wide fluctuation would be disastrous to all con- 
cerned and give.no opportunity for systematic exclusion of 
incompetent persons. The difference in steadiness of price 
between industries subject to increasing and diminishing returns 
loses very much in clearness of exposition from lack of the 
marginal-utility method. It is said to depend not on the nature 
of the industry, but on whether the capital is fully utilized: full 
utilization decreases the capital charge but increases current 
expenses ; hence decreasing returns in industries, like agriculture, 
where the proportion of current expenses is large. 
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The qualities of abstinence, patience, and foresight which 
were indispensable to capitalization are, in a higher degree, 
indispensable to combination. Precisely to the degree that 
those qualities are developed in the race, will combination prove 
beneficial. The charging of abnormally high prices renders 
state interference necessary, and loss of custom inevitable. It 
is the presence of habits of calculation and foresight that causes 
the monopolies of the day to charge reasonable prices. The 
medieval state was justified in prescribing tariffs of prices 
because foresight had not been developed in dealers. Today 
we cannot dispense with all control of corporations; but too 
much control of them will neglect the important utility of edu- 
cation in foresight. If we socialistically prevent corporations 
from all short-sighted acts we shall never educate them to a 
more long-sighted policy. We are thus furnished a sort of test 
of state interference : it should be sufficient to prevent great pub- 
lic disaster but not enough to prevent the educational effects of 
private loss. 

Professor Hadley has now said pretty nearly all that was to 
be said in the economic field upon historical evolution, and we 
may imagine that he passes with a certain reluctance to those 
categories whose action and reaction demand a discussion of 
existing utilities abstracted from their historical justification. It 
is true that History has established the institutions of Money, 
Credit, Profits, and Wages; but economics must not only prove 
that whatever is, is right (with proper reservations), but must 
also make a complete statement of what is. In fact, this latter 
duty has heretofore been considered to be all there is in Econom- 
ics. In entering this field, however, we observe that no mention 
is made of the permanent categories of Production, Consump- 
tion, Exchange, and Distribution, and that, from the four con- 
crete titles adopted, that of Rent is missing. 

The discussion of Money (Chapter VII) and especially of 
Bimetallism is quite thorough. The most important use of 
money is as cash-reserve. This includes not only bank-reserves, 
but all amounts of money which the average accidents of trade 
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require persons to keep by them. This clear statement of the 
money character approximates it to capital and makes it impos- 
sible to confound it with any form of paper currency. The 
marginal theory of value is here freely and effectively used to 
show the natural fluctuation in the supply of money, and the 
present increase of gold production is thus accounted for. The 
great merit of this discussion is that economic principles are 
boldly applied to questions of the day in their concrete form. 
The bimetallic arguments are fairly given, and the question is 
treated, as it should be, as one of preponderance of arguments. 
The turning point of the discussion is properly stated to be 
whether a proposed measure will cause a sudden change in prices. 
Popular fondness for paper money is further discouraged by the 
statement that the use of credit is not a sign of advancing civiliza- 
tion. Certainly a use of the forms of credit, which is accom- 
panied by constant fluctuation and losses may be a sign of stu- 
pidity and of fixed ideas, rather than of adaptability and of 
progress. Clearing houses are first described and the whole 
system of domestic and foreign exchange is built up on this basis. 
The different kinds of banking business and their sources of 
profit are given, and deposits have properly precedence of notes. 

The difficult question of the effect of credit on value of 
money, which was avoided in the discussion of bimetallism, is 
here too briefly discussed ina note. The point is practically 
turned by the suggestion that there is a certain limited range of 
transactions in which credit may be substituted for money. 
Professor Hadley does well not to make the monometallist 
argument turn on money-saving expedients. 

The currency system of banking is defended on the gen- 
eral ground that, since notes are founded upon the credit of the 
banks, while checks are founded upon the credit of bank patrons, 
a system is preferable which will restrict the better bank credit 
in times of prosperity when it is not needed, in order to expand it 
in times of adversity when it is most needed. This position is 
rather surprising in an out and out individualist. What is meant 
by a demand for checks in time of crisis? What is then wanted 


HADLEY’S “ECONOMICS” 485 


is bank loans which are never checks but either deposits or notes. 
The needed expansion of bank credit may perfectly well take 
place in the form of deposits; nor is it probably true, as Pro- 
fessor Hadley claims, that notes circulate longer than deposits. 
The peculiar property of deposits is that, though paid off by one 
bank, they remain a charge against the banks in general. 

Theargument against government’s issue of notes is excellent ; 
such issue injures the government’s credit, raises interest on its 
loans, and makes it liable to be called on to pay in times of crisis, 
at the very moment when revenue is deficient. These objections 
apply doubly in time of war. 

Private property in capital and in its earnings having been 
justified historically, the task remains of examining more closely 
the economic forces which determine the rate of interest. It is not 
denied outright that there is such an economic category as rent, but 
it is treated as a theoretical quantity which has no place in the 
practical world. A political economy which does not treat of rent 
except by implication is a good deal like Hamlet with the part 
of Hamlet left out. It is true, says our author, that whenever there 
is a differential advantage rather than an advantage due to com- 
bination, we have a rent rather than a monopoly ; but rent is really 
an incident on the surface of the surplus created by capitalistic 
enterprise (Chapter IX), and its social importance is diminished 
by the fact that the losses of landlords obliterate their gains. 
Hence, the only practical discussion turns about profits and 
wages. There is in this confident sweeping aside of the delicate 
and intricate theoretical problems of rent, something of the 
exaggerated zeal of a proselyte. Professor Marshall has shown 
with consummate skill the interplay of the forces of rent and of 
profits in distributing the social surplus and the dissolving line of 
demarcation between the two. The ideas of rent and surplus 
being thus intimately connected, it was perhaps to be expected 
that some one should fix his attention upon the chief character- 
istic of surplus, 7.¢., profits, to the exclusion of rent. This, 
Professor Hadley has done. In combating the single tax 
theory it is not necessary to prove that there is no social 
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category of rent. There may be a rent and still a justifi- 
cation for its existence in the risk that landlords run of the 
depreciation of their property. Professor Hadley is not satis- 
fied with this justification, but practically abolishes the topic of 
rent. 

If rent is to be abolished because we cannot always work out 
an actual, permanent, and differential surplus, then profits should 
be abolished also because it may happen that we cannot work 
out an actual, current, calculated surplus. The fact is (and this 
involves the most fundamental criticism of Professor Hadley’s 
method) that there may be a social profit, and even a social 
rent, although at the same time the classes of persons called 
speculators and landlords may, as a whole, lose as much as they 
make. It may be that the current gains of society pass over to 
the wage-earning class; but they are, nevertheless, social profits 
and must be credited to the category of profits and not to that 
of wages. If account be not taken of this fact, it becomes 
impossible to account for progress. Now it is the duty of political 
economy to account for progress, and it performs this duty by 
ascertaining a system of economic distribution. A system of 
distribution shows how it is that social gains and losses are 
borne by the members of the community, and economists are so 
optimistic as to find in this system a highly developed tendency 
towards justice in rewards and punishments. The writer is per- 
fectly well aware of the reason why Professor Hadley rejects 
economic categories: asa historical evolutionist he is wedded 
to the actual; if he finds that individuals of a certain nominal 
class, or social caste, lose on the whole as much as they gain, he 
wishes to let the fact remain as he finds it and to carefully 
exclude all acknowledgment that there are permanent economic 
laws which govern, in ultimate appeal, all economic phenomena. 
As a method of popular exposition, this attachment to fleeting 
phenomena is admirable; as a method of science, it is one-sided 
and leads to error. 

There is much that is interesting in the account of Profits and 
Wages. The public utility of capital and of fixed incomes, and 
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also of the speculator, having been established, the rate of the 
fixed income is determined by a simple ratio between those spec- 
ulators who wish to exchange capital for income, and those who 
wish to exchange income for capital. Interest is the price paid 
for the control of the necessary capital by those who are setting 
enterprises on foot. Those speculators who think that interest 
is going to be higher than the returns from enterprise, become 
loaners, and those who think that the returns from enterprise will 
be higher, become borrowers. The weeding out process of those 
who have miscalculated ensures that the right amount of capital 
and no more is employed in production, and thus the individual- 
istic idea is again triumphant. Speculators’ risk is an incident to 
progress; and if their miscalculation results in a crisis, they bear 
the loss until their resources are exhausted. Wages do not fall 
until after rent and profits have fallen. 

Profits are the buffer for risk ; they cover the responsibility of 
economic action. They guarantee wages and pay them in 
advance ; they establish the rate of interest, which is not paid in 
advance. 

One source of confusion in Mill’s wages-fund theory is, that 
while profits are estimated upon the piece system, wages are 
estimated upon the per capita system. One duty of the specu- 
lator (Chap. X) is to express calculations on one basis in terms 
of the other. The duty of the speculator, as the bearer of risk, 
inclines us to the wages-fund theory whose primary doctrine 
is, that wages are paid out of capital. Nevertheless, our author 
believes that this doctrine requires many modifications. The 
question of the rate of wages is largely a question as to the con- 
sumption of the community. If improvements cheapen articles 
consumed by laborers, speculators have no course open to them 
but to reinvest what is thus saved, and the wages-fund doctrine 
holds true that a rise of profits comes back to laborers in higher 
wages. If, however, the improvements are in capitalists’ luxuries, 
the probable (?) result will be that capitalists alone will gain. 
In the latter case the laborer is a mere residual claimant for what 
is left over by the capitalist, and Walker’s theory holds true. 
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We may be permitted the question whether this is the real 
meaning of Walker’s theory, for, if it is, that theory does not stand 
in any way in opposition to the wages fund, which makes the 
reinvestment of profits a working supposition subject to the usual 
exceptions ; in fact, Mill explains at length the evil effects of the 
too common habit of of re-investing profits. The characteristic 
points of Walker’s theory are, that profits are an element of rent, 
and that wages determine themselves by the simple test of effi- 
ciency, 2. ¢., of product. Here, again, there would be no neces- 
sary conflict between Mill and Walker, as it seems to the present 
writer, were it not that Walker insists upon the priority of prof- 
its. Now, the immense importance which Professor Hadley has 
attributed to the speculator, and the interest which he feels in 
that economic personage through historical study, has led him to 
agree with Walker that wages are paid out of product not only in 
the broad sense that the amount of capital depends upon the pro- 
ductiveness of industry, but also in the narrow and false sense 
that the anticipation of future product can raise wages. Our 
author had already twitted Ricardo with his “mistake” in sup- 
posing that because it commonly happens in a particular business 
that a rise of wages is accompanied by a fall of profits, therefore 
a general rise of wages would be accompanied by a general fall 
of profits. It is, however, theoretically possible that this should 
occur; but it is not possible that the anticipation of any future 
product, however great, can result in the slightest increase in the 
present supply available for laborers. Ina single business this 
result is not impossible; in the community at large the only pos- 
sible outcome of sucha manceuvre is the inflation of credit, which 
accompanies every period of speculation, 2. ¢., of attempt to antici- 
pate future product by present wages. 

In an admirable discussion, Professor Hadley shows that there 
is danger to one set of laborers neither from the immigration of 
an inferior set, nor from the advance of the inferior class into 
higher ranks. In the former case, the better workmen are simply 
relieved of the necessity of doing inferior tasks. There isa sort 
of harmony between the production and consumption of differ- 
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ent classes of workers ; the production of a poor grade of goods 
is most economically carried on by the employment of cheap 
labor in large masses. As the standard of consumption improves, 
the necessity for this sort of production decreases so that if the 
whole community were raised to a high standard of consumption 
there would no longer be any need of a low standard of produc- 
tion. This is one of the most admirable educational passages in 
the whole book. 

The limits of an article of the nature of this make it advisa- 
ble to turn aside from pursuing the development of the train of 
thought in order to call attention more particularly to a feature 
of the book to which allusion has already more than once been 
made. The concreteness of Professor Hadley’s method has 
caused him to abandon the dialectical or analytical system, which 
regards economic quantities as social rather than personal, and, 
consequently, also the treatment of those quantities upon mar- 
ginal principles. Not only is this course consciously pursued, 
but Professor Hadley is evidently convinced that the methods 
abandoned are unprofitable. It is true that the book abounds 
in diagrams illustrative of the resultant forces of production and 
consumption. The marginal theory of value is briefly explained, 
so far, at least, as to give a fair notion of marginal utility, but 
the exposition is always brief, and, except in the case of money, 
not pushed to practical results. It is impossible to separate his 
attitude towards categories from that towards the marginal theory 
in general treatment; and he says directly (§ 162, n.) on the 
former point, that there is nothing natural in the triple division 
of land, labor, and capital, any more than in rights to land or 
corporations. They are static, and their employment as cate- 
gories assumes absence of progress. 

Upon evolutional principles, however, the conclusion seems 
to be necessary that we cannot avoid for all purposes the methods 
which Professor Hadley condemns. Men have first an immediate 
concern in their own private interests; further development 
awakens their solicitude for the family and tribe. At a further 
step they identify their interests with those of a social or indus- 
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trial class; and finally they make abstractions of those motives 
and forces which work in society whether they be identified with 
social classes or not. This abstraction has reached its highest 
form in the marginal method, which allows of the ready anal- 
ysis of social quantities. 

The distinction between utility and usefulness receives scant 
recognition (§ 92, n. 3) in the statement that “Utility, as the 
word has been used by writers on economics, means the power 
of satisfying a temporary desire, rather than the power of doing 
a permanent good.” The student would hardly obtain from this 
statement a full understanding of utility as an economic concep- 
tion which has no relation to “usefulness,” as employed from a 
rational or ethical point of view. 

It has been mentioned that Prof. Hadley uses the marginal 
theory with admirable effect in describing the causes which gov- 
ern the supply of money (§§ 223-228): ‘The supply and 
demand of gold money are at an equilibrium when the amount 
of gold which the individual members of the commercial world 
find it profitable to hold in the form of productive capital — 
z. é., money —at a given price level, leaves the remaining supply 
of gold available for the consumers of such a size that the mar- 
ginal utility of an ounce of gold used in the arts is exactly equal 
to the marginal utility of the goods which it will purchase at 
current prices when used as money.” It is then clearly explained 
how the production of gold and of goods will be so adjusted as 
to keep their marginal utilities equal: when the marginal utility 
of gold rises, more will be produced, its utility will fall, and 
money will become again correspondingly plenty. A complete 
use of the marginal theory, however, requires the further state- 
ment, which is not given, that a restoration of equal marginal 
utilities does not necessarily mean the restoration of the old 
prices. This fact may be put more strikingly in the other form 
that the restoration of the old prices does not restore marginal 
equality. Moreover, the tendency to a marginal equality of 
commodities produced in one society and exchanged against 
each other, is in itself no proof of a tendency in society to work 
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out justice in deferred payments exclusively through money ; 
nor does the author pretend any such thing. He passes com- 
pletely by this important point. Each variation in the marginal 
value of money or commodities makes it necessary for the debtor 
to return a different amount of money or commodities from 
that which he borrowed, in order that he may thereby return the 
original amount of marginal value. The delicate problem as to 
how much shall be returned is not met satisfactorily by Professor 
Hadley. His only objection to the tabular standard (§ 230) is 
not that it seeks to return the same quantity of commodities, 
but that it involves cumbrous administrative machinery. On the 
other hand, he espouses with warmth the labor standard. There 
is, however, little in principle to prefer in the labor standard 
over and above the commodity standard. There is nothing on 
the face of it which shows that the debtor should return the 
product of an equal amount of labor rather than simply an equal 
amount of products. The wide claims that are constantly made 
for the labor standard are the result of prejudice rather than of 
careful analysis, and Professor Hadley has not improved his 
otherwise strong and comprehensive discussion of the bimetallic 
question by the introduction of this argument. If A and B con- 
stitute a community, they will, at any moment, push their pro- 
duction up to a certain margin. This margin will not remain 
constant, but will gradually change. If B borrow of A a hun- 
dred bushels of wheat, how much shall he return, supposing the 
common margin to have changed meanwhile? It is evident that 
neither the one hundred bushels of wheat nor the labor that 
produced it will now theoretically measure the debt. It is per- 
fectly clear that enough wheat must be returned under the pres- 
ent marginal value of wheat to return the marginal value origi- 
nally borrowed, or enough labor must be returned to replace the 
same marginal value. 

The author’s aversion to marginal categorical reasoning is 
nowhere more prominent.than in the discussion of profits and 
wages. He says (§ 304, n.) that income cannot be distributed 
between profits and wages according to the marginal values of 
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capital and labor, for the reason that every investment presup- 
poses a knowledge of the rate of interest on the part of the 
speculator. This objection is clearly fallacious. It belongs to 
the general unwillingness of the author to make use of the sys- 
tem of differentiation except when it has a clearly evolutionary 
aspect; in other words, a force cannot be at once cause 
and effect—sowohl Wirkung wie Ursache. For an author of the 
dynamic school this denotes a most static frame of mind. The 
fact is that the relation between profits and wages must be one 
of continual action and reaction, and hence of mutual determi- 
nation. If we wish to examine wages we are permitted to con- 
sider profits as determined during a differential of time, and if 
we wish to examine profits, we are justified in making the same 
supposition as to wages. 

When Walker performed his great service of showing the 
effect of the efficiency of labor on wages, he had made a fine 
start towards the real solution of this question, but in the absence 
of the rudder of marginal value, he bounced onto the Scylla of 
the rent theory of profits and ricochetted onto the Charybdis of 
anticipated product—much to the damage of his theory. As 
we have seen, Professor Hadley’s fondness for the subject of 
speculator’s profits has combined with his aversion for differen- 
tiation to cause him to do less justice to the elements of truth 
in the wages-fund theory than it deserves. It is, perhaps, fair 
to say that in any short period of time speculators have an 
advantage in the labor market, while in those long periods which 
are ultimately decisive of economic interests, the standard of 
living is the settled fact and profits are the residue. 

Professor Hadley considers (§ 353) that the economic prog- 
ress of the community is best tested by its consumption. Cheap- 
ening of products results, on the whole, in a higher standard 
of living, but because we look at the matter in this way in 
each business, it is not conclusive that we should look at it so 
economically. If all products are cheaper, exchange values 
remain the same and progress may as well be a question of 
production, and our author would have reached this con- 


4 


HADLEY’S “ ECONOMICS” 493 


clusion if he recognized economic categories apart from social 
classes. 

In his thorough discussion of the question of the customs 
tariff, Professor Hadley at last recognizes the argumentative 
force of categorical reasoning, in the shape of Professor Simon 
N. Patten’s argument, that diversification of industries lowers 
rent; and he meets it by the wholly similar argument, that the 
tariff decreases the diversification of consumption (§ 486). 

The fact that Professor Hadley prefers the term ‘‘ waste” to 
“pain” (§ 139, n. 2) is quite characteristic of his concrete 
method. Waste is more nearly a technical than an economic 
term. “Utility” is the only purely economic quantity, for it 
belongs neither to the sphere of matter nor of mind, but to that 
middle region which is exclusively economic. 


W. G. Lancwortuy TAyLor. 
UNIVERSITY OF NEBRASKA. 
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THE NATURAL BASIS OF INTEREST. 


No ATTEMPT will here be made to deal with “loan interest” 
or with the vate of interest. The subject of this essay is what 
Dr. von Béhm-Bawerk calls ‘natural interest,’’ and the purpose 
of the paper is merely to explain the general principle upon 
which the fact of interest depends. With that end in view I have 
as far as possible ignored the principle of competition upon 
which the rate of interest so largely depends. The monumental 
work of Dr. von Béhm-Bawerk and the more recent essays of 
Professor Hadley and others have done much to clear up the 
true nature of interest, yet it seems to the writer that the 
most adequate, and at the same time the simplest, explanation 
has been overlooked by these talented economists as well as 
by their predecessors. Such an explanation is here attempted. 

Professor Gide has said that “the notion of value is the 
basis of all political economy,” and in partial justification of that 
thesis it is the purpose of this paper to show that in the varia- 
bility of value which is the necessary consequence of its relativ- 
ity we have the basis for a simple and natural explanation of 
interest. In opposition to the labor theory of value, the assump- 
tion upon which this essay proceeds is simply that contained in 
Mr. McLeod’s definition of value, viz.: ‘‘The value of any eco- 
nomic quantity is some other economic quantity for which the 
first will exchange.’’ Put somewhat more abstractly, this means 
that value is the expression of the relation of exchangeability 
between the thing valued and one or more other things; and the 
implication is that the value of any specific thing is liable to 
change with every change in the relations of that thing. 

Suppose that by a day’s labor upon rent-free land A, working 
alone, can produce 4; and that under similar circumstances B 
can also produce 4; and so with C. Suppose, further, that by 
co-operating any two of them can produce not 8, but 10; and 
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that if all three combine their labor they will produce 18." We 
may suppose that A and B, who have formerly been working 
alone, awake to the realization of the truth that in union there 
is strength, and resolve to unite their forces, and that at the end 
of the day, when the 10 that has been produced is to be distrib- 
uted, A, who has proposed to B& that they should work together, 
proposes to take 5, half the product of their united labors, and 
leave the other 5 to B. What should we think if B should pro- 
test, and say to A: ‘The value of the product of your labor is 
4, as is evident from the fact that you have never produced more 
than 4 unless you have had someone to help you. It is clear then 
that, of the 10 produced, all in excess of the 4 your labor can 
produce is due to my co-operation with you; the 4, thercfore, is 
your share, and the remaining 6 is mine.” A would of course 
reply: ‘True, I can produce only 4 when working alone; you 
can produce no more; but by working together we can work 
to greater advantage and we then produce 10,—that is to 
say, the share produced by each of us is 5; 4 is the full 
wage earned by the isolated labor of each of us, but the wage 
earned by each of us in united labor is 5.’’ Suppose further 
that, when they have agreed to this view, C proposes to work 
with them, and together the three produce 18; whereupon C 
says to A and B: “You two can produce only 10, so you ought 
each to take 5; the 8 additional is my contribution.” A, 
who was first in the field, might reply with just as much 
(and just as little) justice: ‘Neither of you, B and C, can earn 


If it be said that in fact A, B and C could not produce 18—and indeed could 
produce nothing — without the use of capital, my answer is that if this be so it only 
adds to the strength of my contention, which is that whenever capital enters into produc- 
tion and the value of the product is greater than the sum of what I designate as the 
“values in isolation” of the several units of the co-operating factors, part of the incre 
ment in value of the total over the sum of the isolated values of the units which are 
combined to produce that total, is due to capital, 2s interest. In my illustration I have 
assumed that labor is applied directly to rent-free land without the assistance of cap- 
ital, partly for the sake of simplicity and clearness in exposition, and partly that I 
might show those who claim everything for labor, that, even if labor and land were 
the only original productive powers, the very claims made for labor would ultimately 
necessitate similar claims for capital. 
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more than 4; you never did earn any more up to the time that 
you began to work with me; hence it is evident that of the 18 
produced by us, 8 should be divided equally between you, the 
remaining 10 must be the reward of my exertion.” Of course 
we see the fallacy in this, and recognize that while the produc- 
tive power of the labor of A or B or C in isolation’ is 4, its power 
in combination® is different; that its power in a combination of 
two is 5, and that in a combination of three it is 6. 

Now let us put it differently. Suppose that our three labor- 
ers, instead of all working simultaneously, have found it advisa- 
ble that one should begin an hour earlier than the others, making 
things ready so that the other two could work to the greatest 
advantage upon the latter stages of the work; and that accord- 
ingly A should start in an hour earlier, and after keeping an 
hour ahead all day should knock off an hour earlier than B and 
C. We may suppose that there is no difference in the value of 
the early and the late’work, and that, so far as skill and hardship 
are concerned, it makes no difference whether A or B or C takes 
the early hour of work. It will be perceived that B and C, if A 
is the early worker, really apply their labor to the product of A’s 
labor, that is, to wealth that has been produced by 4’s labor; 
and as wealth with which labor co-operates for the production 
of more wealth is capital, if we consider so much of this produc- 
tive process as takes place in an hour, we find it to be the co-op- 
eration of two units of labor with one of capital, although when 

tIt makes no difference to the argument whether this “isolation” be relative or 
absolute, whether it be the isolation of a group or of an individual. 


? It may be well to call attention to the fact that although the combination here used 
as an illustration is a contemporaneous one, the principle to be elucidated does not 
require that the combination be contemporaneous, and, indeed, the principle cannot be 
fully comprehended unless it be understood that the combination is not necessarily 
contemporaneous. Upon consideration it will be recognized that whenever capital is 
employed we have in effect a combination of present with past labor. Hence, while it 
may often appear that a combination is very small,—that of half a dozen men, let us 
* say,—yet, in fact, by their use of capital, the labor of the men who are obviously 
engaged in the enterprise is brought into combination with all the labor (and capital 
and land) which had any part in the production of the capital they are now using, 
and this may, and in fact generally does, go back hundreds of years, and so may 
make the virtual combination a very great one. 
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we consider the productive process of the whole day we are at 
liberty to regard it as the co-operation of three units of labor. 
We may suppose that B and C prefer to regard the process as a 
combination of their labor with A’s capital; and to reason that 
the value of this capital produced by 4 is 4, while the value of | 
the total product is 18, and that therefore, since 18 minus 4 
equals 14, and 14 divided by 2 equals 7, it will be proper 
for them to turn over 4 to A and for each of them to keep 
half of the remainder —that is, 7—in payment for his labor. 
A might reply that all that B and C could produce together, 
without him or the product of his labor, was 10, and that if from , 
the total product of 18, this 10 be subtracted, 8 would remain; 
. that therefore 8 was due to his contribution, and B and C should 
each be satisfied with 5. The one contention seems to me as 
reasonable as the other; the fact being that A’s contribution, 
whether in the form of labor or of capital, that is, whether in 
the form of present labor (‘free labor’’) or of past labor (labor 
stored up in capital), is equally important to the total result. 
A’s present labor has one value in isolation (4), and another in 
combination with two equal labors (6). So the past labor in A’s 
capital has one value considered by itself (4), and another value 
when combined with the present labor of B and C (6). The 
cases do not seem to me to be essentially different whether what is com- 
bined with B’s and C’s present labor is A’s PRESENT labor or A’s labor of 
LAST HOUR; nor whether it is A’s labor of last hour or of last year or 
of ten years ago. In any case the value in combination of this 
factor in the production belongs to its owner at the time of the 
combination,—that is, to him who is its owner during the pro- 
ductive process. If A still owns the labor embodied in the 
capital he has produced, its value in its present combination (the 
value 6) belongs to him, even though the labor may have been 
put into the capital a score of years back. If, on the other 
hand, A has chosen to se// the labor embodied in his capital at 
the value it had when not co-operating with other labor or 
capital (the value 4), then it is perfectly proper that B and 
C, who have bought it, should get the increase of value (2) 
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which the past labor of A has when combined with their present 
labor. 

Comparing the case first put with the two cases last proposed 
we see that: In the first case, where A, B and C combine their 
labor and produce 18, which they divide equally, we say that 
each gets a wage of 6. Inthe second case, where B and C com- 
bine their labor with the capital produced by A’s labor and 
which still belongs to A, they also produce 18 and also divide 
the product equally, and we say that B and C each gets a wage 
of 6, and A a “gross interest’’* of 6,—that is, he gets back his 
principal, or the value of his wealth when not used as capital, 
that is, when not combined with other factors for the production 
of wealth (4),? together with (a true, or net) interest there- 
upon (2),—which interest represents the difference between 
the value of this wealth when in combination with two units of 
labor in a productive process and its value in isolation.3 In the 
third case, where B and C have bought 4’s past labor (¢. ¢., capital) 
at its value in isolation (4), and the product of their present labor 
combined with this capital (or past labor) is again 18, 12 of 
this 18 represents the wages of the labor of B and C, 4 of it 
represents the isolated value of the capital invested, and the 
remaining 2 represents the (net) interest on the “capital” 
invested ; but in this case the interest (following the present 
ownership of the capital) happens to go to the men who also 
contribute the present labor. Nevertheless it should be clear 
that of the 9 which each of the partners gets, but 6 is wage, 2 

* Although the term gross interest, used to describe the “ amount” of the capital- 
ist’s return, said amount consisting of the equivalent of the original capital consumed 
plus the (true) interest thereupon, is objectionable in that it obscures the fact that it 
includes the base upon which the rate of net or true interest is computed, yet it has the 
advantage of brevity. 

? For simplicity we have supposed that the wealth was produced by the applica- 


tion of labor to rent-free land, so that the value of the wealth might be equal to the 
value of the labor embodied in it. 

3 Let me repeat, it makes no difference to the argument whether this “isolation” 
be relative or absolute, the point to be emphasized being the different values of the 
same unit (whether of land, labor or capital) according as it appears in a smaller or in a 
larger combination. 
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being the repayment of his share of the capital employed, and 
the remainder (1) being the interest thereupon.” 

This illustration seems to me to afford a satisfactory explana- 
tion ef the nature of interest. And I would parenthetically 
remark that it seems to me also to justify it, putting it upon the 
same basis as wages. For unless it be contended that, although 
A’s (present) labor is more productive and has a higher value 
when combined with 4’s and C’s than when exercised alone, yet 
he ought not to receive any higher wage when working with B 
and C than when working alone, because, although he produces 
more, he works no harder, unless, I say, this be contended,’ I 
cannot see why it should be contended that 4 is not entitled to 
the full present value of his past labor, merely because that 
present value (its value in combination with B’s and C’s labor) 
is greater that its past value (its value when exerted alone). 
The past value (or value in isolation) is represented by the face 
of the principal, that is, the nominal value or mere wealth 
value of the capital ; the present value (or value in combination) 
by the “gross interest,” that is, by the principal plus the true 
interest. That is to say, (net) interest is the difference between 
the isolated value of capital —that is, its value as se much mere 
wealth—and its value when combined with other productive 
factors to bring into being a new form of wealth—that is, its 
value as capital. This may be a negative quantity, a discount, a 
loss. If the productive undertaking results in failure, the differ- 


*It will be understood, of course, that I do not mean to imply, by the definite 
quantities used in my illustration, that we can always, or offen, accurately determine 
how much of a product is due to the labor employed, and how much to the capital. 
My point is merely that the value of capital in combination (actual capital) is, or is 
likely to be, different from the value of capital in isolation (potential capital, or mere 
wealth), just as the value of labor in combination ts different from its value in isolation ; 
and that the difference between the wealth-value, or value in isolation, of the capital, 
and its value in combination, is theoretical interest. As to how much of the product 
goes to interest, how much to wages of common labor, and how much to the payment 
of entrepreneur activity, I have nothing to say in this paper. 

2 And how it should be, I fail to see. The fact that the difference between the 
larger and the smaller wage is a “ producer’s rent” does not seem to me to furnish any 
reason why the producer should not keep it. To whom should it go, in a non-social- 
istic organization of industry, if not to him ? 
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ence between the value of the capital in its original form, as so 
much wealth, and its value when involved in combination with 
the other factors in the aforesaid enterprise, is a difference in 
favor of the original value; that is to say, the interest here is a 
negative quantity. As value varies with every change in rela- 
tion of the thing valued, so interest varies with the different 
forms of capital and the character and extent of the enterprise 
in which it isemployed. Interest, then, is simply the difference 
between the values of the same wealth in different combina- 
tions.” 


A great deal has been made of “me in the explanation of 
interest. It is true that interest cannot be produced without the 
lapse of time,—simply because no change can take place except 
in time, and interest is the measure of the change in the value 


‘It is misleading to speak of a common rate of interest. We know that certain 
kinds of fixed capital sometimes earn an interest considerably above or below the 
so-called current rate. And not only so; but the same kind of capital earns one rate 
of interest here and another there. Yet we are far from denying that, when rightly 
understood, the doctrine that in any given market, at any given time, there is a uni- 
form rate of interest, is true. We mean when we say that the current rate of interest 
is, say, § per cent., that, although a certain kind of capital (“capital goods”) may at 
present be earning 7 per cent. and another kind 3 per cent. while a third kind may be 
earning 6 per cent. employed in one way and 4 per cent. when employed in a differ- 
ent undertaking, yet the average earning of capital is § per cent., and, this being so, 
competition will bring it about that the kind of capital now earning 3 per cent. be 
speedily reduced in quantity till it shall command 5 per cent., while the quantity of 
that which earns 7 be increased (if some form of monopoly do not prevent) till it shall 
earn no more than the current rate. I should have said that this is what we would 
mean if we referred to “natural interest’ (to use Bohm-Bawerk’s term) when we said 
5 per cent. was the current rate of interest. What, as a rule, we do mean when we 
speak of the current rate of interest, is the rate of “loan interest,” which differs 
from the average rate of natural interest much as the rate of wages actually paid to 
common labor by the entrepreneur differs from the average of what such labor actu- 
ally produces. Some enterprises turn out well and others result in disaster. If each 
individual laborer were to get exactly what his labor should actually produce, he might 
get much or he might get little ; his reward would be dependent not alone upon the 
faithfulness and ability of everyone taking part in the industry with him, upon the 
quantity and quality of the capital used, etc., but also upon variations in supply and 
demand and changes in methods of production (which might result from the progress 
of invention, and be quite beyond the foresight of the most able entrepreneur). As 
the common laborer cannot afford to take such a risk, he commutes for the product of 
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of capital which results from putting it into new relations. But 
there is no special connection between time and (positive) inter- 
est, other than this. Inso far as the extent of the change in 
the capital will naturally bear a certain relation to the length of 
time during which it is subjected to changing conditions, and in 
so far as the extent of the change in value bears a relation to 
the extent of the change in material conditions, it is natural that 
we should find that, in general, the greater the length of time 
the capital is productively used the greater the interest; but 
time will do nothing for capital unless the capital be combined 
with the other productive factors (that is, time will do nothing 
for wealth until it becomes capital) ; and even then, if the enter- 
prise be an unfortunate one, time may only bring about nega- 
tive interest,—that is, the value of the capital may diminish." 
Béhm-Bawerk, following Galiani, puts the stress on time in 
his explanation; and although his explanation may be good so 
far as it goes, its limitation is that it carries the implication that 


his labor, and accepts a definite wage, which the entrepreneur undertakes to pay him 
daily or weekly, as the case may be, regardless of whether the enterprise results well 
or ill. It is to be expected that this commuted wage should be less than the average 
product of this class of labor; because the particular enterprise in which the labor is 
engaged may result in a loss, in which case the entrepreneur will suffer, while the 
laborer, whose wage is guaranteed, will nevertheless get the agreed sum for the labor 
he has expended. It is natural, therefore, that the entrepreneur should charge for the 
insurance, and that this element of insurance should take the form of a discount upon 
the average productivity of the class of labor in question, so that the wage actually 
paid would be less than such average productivity. Now the rate of /oan interest is, I 
believe, similarly, a commutation of the average rate of interest earned (produced) by 
capital ; but in this case the commutation is a more complex operation. The element 
of insurance may here be said to appear on both sides. In so far as the borrower 
must be compensated for guaranteeing a fixed return to the lender, whether the enter- 
prise in which the capital is used shall prove profitable or unprofitable to him, this 
tends to Jower the rate of loan interest ; and, on the other hand, in so far as the lender 
must insure himself against the possibility that the principal will not be returned and 
that the security will afford insufficient indemnity, this tends to razse the rate of loan 
interest. It will be seen, then, that the rate of loan interest (the marginal price for 
the use of capital, as distinguished from capital goods) does not necessarily coincide 
with the average productivity of capital, but that it is a commutation and a somewhat 
complex one. 
*It should be noted in passing that the effect of time upon “the vital forces of 
nature””— of which Turgot, in the earliest “ fructification” theory, and Henry George, 
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present goods are a/ways more valuable than future goods, and 
always must be, and that this is the explanation of interest. 
This, I think, is a misplacement of emphasis. As a matter of 
fact, that which was capital* last year, and will be capital year 
after next, may command no interest this year and next year. 
If in time of civil commotion I take all my wealth (including 
capital) to a safe man and beg him to keep it for me, making 
what use of it he likes, provided only he will return to me the 
bulk of it less a percentage as a wage for his care of it, he 
may use a portion of my wealth as capital and yet pay me no 
interest therefor, but on the contrary retain part of the wealth 
committed to him as payment for his care and protection of it 
as a whole—that is, of so much of it as he returns to me. I 
may take to him 105 units of wealth, much of which had in my 
hands been capital ; he may use part of these units as capital, so 
that on the whole the transaction would be an advantageous one 
to him even if I did not pay him for keeping the wealth ; but 
instead of paying me interest on the capital he returns to me 
but 100 of the 105 units, retaining the 5 units as payment for 
the service he has rendered me in preserving for me the 100 
units intact. I pay gladly, because I know that if he had 
refused I should have lost, not +35, but perhaps 4%, and pos- 
sibly the whole 105. The payment he demands is just, because 
there was such a demand for his services that he could have got- 
ten as much as from me from any one of a hundred other proprie- 
tors; and as he could not take the care of wealth for them all, 
it is just that I should pay for the preference he showed me in 
accepting the care of my wealth. If, again, in ordinary times, 


in the later one, have made much (see BOHM-BAWERK, Capital and Interest, book i. 
c. iii. and book vii. c. ii. for criticism of these theories)— doubtless plays its part in 
the production of interest. Time is here the condition of new and larger combina- 
tions of organic elements, thus causing a change in value. And this change in the 
value of the direct products of nature will naturally affect the value of all other things 
with which they are in relation. 

* While I do not accept Béhm-Bawerk’s definition of capital, I do not think that 
the difference between his more subjective and the more objective definition here 
employed is so great that we need expatiate upon the difference at this point. 
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this same man, having the ability to use advantageously and 
productively more capital than he owns, feeling that with my 
capital his labor would be more productive than it could be 
without, should take my capital and pay me interest upon it, 
the transaction would seem to be no less equitable than the one 
previously described. Here we have two cases of the use of 
capital—in one of which interest is paid and in the other of 
which it is not paid ; and in both cases we declare the transac- 
tion just. What is the explanation? Is it not that in each 
case a service is done? In the first case the service done me in 
ensuring the preservation of the bulk of my wealth is greater 
than the service done him in giving him the use of my capital. 
In the second case the service done him in enabling him to get 
larger wages for his labor and larger interest upon his own cap- 
ital by the use of my capital is greater than the service done me 
by the preservation of my capital. In other words, we refrain 
from paying interest in the first case supposed because the 
service to the owner of the capital in preserving it is greater 
than the service to the entrepreneur which the productive 
power of capital gives. In the second case it is the other way, 
and usually the balance of service is the other way, and there- 
fore interest is usually paid— and justly so. 

As (capitalistic) production is a recombination of land, 
labor, and capital undertaken because it is believed that in the 
new combination the several factors can be used to greater 
advantage than out of it—that is, will de of greater advantage, 
will have more value —we naturally assume that production is a 
creation of value. And naturally also it generally does effect an 
increase in value; but not necessarily so; whether it does so or 
not depends upon a number of circumstances —in the main on 
the foresight of those who plan it, and somewhat upon chance. 
An unforeseen change in fashion or a sudden great discovery in 
the mechanical arts may make the production of certain things a 
positive injury to all concerned in the undertaking, reducing the 
value of the capital employed to almost nothing. Or in case 
college boys on a lark enter upon the production of firewood 
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from the president’s carriage, they may succeed in producing 
just what they wish to produce—and perhaps we must assume 
that for these young scoundrels the firewood has greater utility 
than the carriage— but to the owner of the carriage (as to the 
world at large) this conversion of his wealth, the carriage, into 
a factor in the production of firewood is a great destruction of 
value. 

In change of value, whether it be increase or decrease, 
whether we have positive or negative interest, there is nothing 
strange or unusual. We have already seen that labor, as well as 
capital, may change in value with the extent and character of the 
various combinations of which it forms a part. But this does 
not seem paradoxical in the case of labor, because the wage— 
the estimated value of the labor in the productive enterprise—is the 
only expression of value that we are accustomed to give to 
labor; ‘‘gross interest,” however—the estimated value of the 
capital in the productive enterprise—is not the only expression of 
value we are accustomed to give to capital. On the contrary, 
we regularly speak of what I have previously designated as its 
value in tsolation, that is, its mere wealth value; and it is this 
wealth value—the value it has prior to, and outside of, the pro- 
ductive enterprise — by which we generally designate it. Hence 
we are likely to fall into the error of supposing that a specific 
value is something inherent in a particular thing as such, instead 
of being dependent upon its relations, and we are prone to 
assume that this ‘wealth value” of capital is its “true” value, 
and that any value over and above this cannot rightfully belong 


to it. 
FREDERIC W. SANDERS. 


THE UNIVERSITY OF CHICAGO. 


NOTES. 


AN examination of the tables of agricultural products in the Sta#is- 
tical Abstract will show sufficient grounds for the discontent of the 
American farmer. Whether we take the value of the live stock or the 
value of the crops, the result is the same. The past three years show 
a decline in value entirely unprecedented. 

There is no three-year period since 1872 when the wheat crop of 
the United States has not been valued at least $150,000,000 higher 
than in the period just closed. The average value by three-year periods 
for the twenty-one years from 1872 to 1892 is $1,088,000,000, while 
from 1893 to 1895 the total value of the three wheat crops was only 
$670,000,000. Since 1878 the acreage in wheat has remained prac- 
tically constant, fluctuating between 32,000,000 and 39,000,000 acres, 
and the crop has ranged from 357,000,000 to 611,000,000 bushels. 
The past three years an average acreage has borne average crops, but 
the farmers were paid $150,000,000 less each year than the average 
received during the preceding fifteen years—a loss of nearly 40 per 
cent. 

In corn the loss has not been quite so great absolutely, but in 1895 
a crop of 2,151,000,000 bushels sold for $567,500,000. This was the 
largest crop ever grown, but with the exception of 1894 it was valued 
at less than any crop since 1878, and $200,000,000 less than the 
farmers have received for some crops that were only half as large. In 
corn, too, there is no three-year period since 1878 that will show as 
low a value for the crop as the years 1893-1895. Compared with the 
three years 1890-1892 there is a loss of $530,000,000. 

An examination of oats-crop statistics reveals the same conditions 
for the past ten years, but this crop is of less importance. There is 
one point which deserves special attention. In 1895 the area sown in 
oats was slightly increased, but the crop was about 20 per cent. larger 
than usual. The price fell from 32.4 cents to 19.9 cents per bushel 
and the total crop of 824,000,000 bushels was of less value than any 
crop since 1884, though in most of the years the crops were less than 
675,000,000 bushels. One crop which was 300,000,000 bushels less 
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was valued $60,000,000 higher than the crop of 1895. This seems to 
be a case of applying the law of marginal utility with a vengeance. 

* An equally striking case of increasing quantity and decreasing 
value is found in the cotton statistics. The 1894 crop was more than 
1,000,000,000 pounds above the average, but its value was less than 
that of any crop since 1887, and almost $100,000,000 less than one 
preceding crop. This also seems to be a case where increasing the 
export gave the foreigners all the benefit. For the past three years 
they have paid us for cotton: (1894) $210,869,289, (1895) $204,900,- 
990, (1896) $190,056,460, and have received: (1894) 2,683,282,325 
pounds, (1895) 3,517,433,100 pounds, (1896) 2,335,226,385 pounds. 
In the three yearS~frgm 1890-1892 our exported cotton amounted to 
8,31 3,000,000 pounds, for which we received $800,000,000, while in the 
next three years we exported 8,412, 000,000 pounds, for which we were 
paid $604,000,000. 

1890 seems to be a fair average year with which to compare 1895 

crops.and values to show what the reduction in prices means to the 

“ farmer; 1891 would show higher values and make the decline seem 
more sharp. 


Product Value Price = se 
Cotton, 1890, 7,311,322 bales $308,424,271 
“ 1895, 9,901,251 “ 262,426,000 


Loss, $45,998,271 
Corn, 1890, 1,489,970,000 bu.  $754,433,451 $0.506 $10.48 
“ 1895, 2,151,138,580 “ 567,509,106 -26 6.91 
Loss, $186,924,345 
Wheat, 1890, 399,262,000 bu. $334,773,678 $0.838 $9.28 
“1895, 467,102,947 “ 237,938,998 -509 6.99 
Loss, $96,834,680 
Oats, 1890, 523.621,000 bu. $222,048,486 $0.424 $8.41 
“ 1895, 824,443,537 “ 163,655,058 -199 5.87 
Loss, $58,393,428 
Total, 1890, $1,619,679,886 
“1895, _1,231,529,162 
Loss on four crops, $388,150,724 


The decline in value of live stock on the farms is even greater than 
in the farm products. In one sense this loss is less serious, for only a 
portion of the live stock is marketed each year. But if the value of 
the crops which the horses cultivate declines, the value of the horses 
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becomes less whether they are worked or sold. The following table 
shows the change in number and value of farm animals for the years 
1890, 1893 and 1896. 


HORSES MILCH COWS 
Number Value Number Value 
1890, 14,213,837 $978,516,562 15,952,883 $353,152,133 
1893, 16,206,862 992,225,185 16,424,087 357,299,785 
1896, 15,124,057 500,140,186 16,137,586 263,755,545 
Loss in three years,  $492,084,999 $93,544,240 
MULES OTHER CATTLE 
Number Value Number Value 
1890, 2,331,027 $182,394,099 36,049,824  $560,625,137 
1893, 2,331,128 164,763,751 35,954,196 547,882,204 
1896, 2,728,946 103,204,457 32,085,409 508,928,416 
Loss in three years, $61,549,294 $38,953,788 
SHEEP SWINE 
Number Value Number Value 
1890, 44,336,072  $100,659,761 51,602,780  $243,418,336 
1893, 47,273,553 125,909,264 46,094,807 295,426,492 
1896, 38,298,783 65,167,735 42,842,750 186,529,745 
Loss in three years, $60,741,529 $108,896,747 


TOTAL VALUE OF FARM ANIMALS 
1890, $2,418,766,028 
1893,  2,483,506,681 
1896, —1,729,926,084 


Loss in three years, $753,580,597 


Here, while the numbers have declined very slightly, the value of 
horses and sheep has fallen one-half, of hogs and milch cows about 
one-third, while beef cattle alone have almost maintained their value. 
A fall of $753,000,000 in three years is certainly something that needs 
to be explainéd. 

The Statistical Abstract furnishes no data which would enable us to 
compare the condition of the manufacturing industry with that of 
agriculture, but in transportation and mining the results of the depres- 
sion have not been so disastrous as with the farmers. The iron indus- 
try did show a decline of 50 per cent. or more in 1894, but this has 
already been partially regained. One of the noteworthy facts in con- 
nection with this decline in the value of iron and manufactured prod- 
ucts is the marked increase in the amount of manufactured goods 
exported. In the decade from 1880-1890 the United States had gradu- 
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ally increased the export of manufactured articles from $100,000,000 
to $150,000,000, the next three years show a slight increase, but only 
once was more than $160,000,000 of manufactured goods exported 
prior to 1894. That year and 1895 show $183,000,000 each, while the 
year ending June 30, 1896, shows $228,489,893, an increase of $45,- 
000,000 over any previous year. About ten millions of this increase 
is in manufactures of iron. Prices have apparently been forced down 
to the point where our manufacturers can compete in the markets of 
the world. 

While the value of pig iron produced declined from $151,000,000 
in 1890 to $65,000,000 in 1894, the value of the bituminous coal 
mined declined only from $110,000,000 to $107,000,000, and anthra- 
cite rose from $66,000,000 to $78,000,000. In both of these cases the 
value of the 1892 product was a little greater than either that of 1890 
or 1894, and the returns would indicate that the coal industry has not 
suffered seriously. 

Practically the same amount of petroleum was produced in 1894 as 
in 1890 and the same amount received for it. Perhaps here, as in the 
anthracite business, the monopoly has shown its raison @étre. 

The railways of the country have suffered a decline of a little more 
than 1o per cent. in their gross earnings, if we compare their worst 
year with their best, but they are still collecting as many dollars as 
they did in 1890 and more than they ever did before that year. Yet 
this loss of 10 per cent. has thrown one-fourth of the railways into 
bankruptcy and seriously crippled the others. The transportation 
interest stands next in importance to agriculture, and collects for its 
service about one billion dollars, while the farmers receive for their 
most important crops about one and a quarter billion dollars. What 
would have been the effect on the railways if they had lost 25 per cent. 
of their revenue, as the farmers did? WILLIAM HILL. 


PROFESSOR HADLEY’S CHAPTER ON TAXATION." 


In a volume just published, Professor Hadley lays down the rules 
which should be decisive in the selection of taxes. A few sentences 
will make his position clear.’ 

* Economics. By A. T. HADLEY. (New York: G. P. Putnam’s Sons, 1896) 
“Government Revenue,” pp. 447-484. 

* Pp. 450-451. 
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Adam Smith . . . . lays down four criteria of a good tax system :* equity, 
certainty, convenience of time of payment, and avoidance of unnecessary cost 
of collection, direct or indirect. If all these things can be combined, the tax 
is obviously a good one. But what if they cannot all be combined? What 
if the first two requirements be found to conflict with one another? What 
shall we do if the pursuit of equity demands sacrifice of certainty, and if all 
the methods of taxation which promise a sure return seem to leave some men 
untouched who can best afford to pay? .... In the light of experience in 
modern industrial communities there can scarcely be any doubt as to the 
proper choice. Certainty is the fundamentally important object, without 
which all attempts at equality prove illusory. With an uncertain tax no 
systematic improvement can be hoped for. With a certain tax any evils 
which exist at the outset tend to diminish as time goes on.? 


These sentences are the key to all that Professor Hadley has to say 
upon taxation; they contain the one fundamental principle by which 
legislative bodies should be guided in framing revenue laws. Professor 
Hadley has but one principle of taxation —certainty ; and this he con- 
stantly thrusts upon the reader’s attention. The simplicity of his dis- 
cussion of the fundamental principles of taxation approaches the naive. 
Taxation, once a most complex subject, he has transformed into an 
exceedingly simple one. The question of equity, heretofore a vexed 
one, is easily disposed of; in fact, it takes care of itself; for if the tax 
at the time it is first imposed be unequal, this evil will diminish as 
time goes on. Equity introduces itself in the following manner :° 

Assume that railroads were taxed at a higher rate than any other kinds of 
property. At first this would be an injustice to the owners of railroads; but 
as time went on fewer roads would be built, and the managers of those already 
existing would charge higher prices on account of the demand for transporta- 
tion which they alone were able to meet. Part of the burden of the tax would 
thus be piaced on the consumers. Meantime the lessened demand for rail- 
road labor would tend to reduce either the number or the wages of the railroad 
employees; and the reduction in the demand for coal and for iron consequent 
upon the diminished extent of railroad construction would transfer part of 
the burden to those industries also. As this shifting process extended itself 
year after year it would include a wider circle of industries within its scope, 
and it would not cease until the profits of railroad enterprise, which were 


* Smith’s position is not as accurately presented as might be; he premised these 
four maxims as rules to be observed in imposing given taxes—not as principles of a 
tax system. Had he been speaking of a tax system he would doubtless have added 
other principles, such as sufficiency and elasticity. 

?Pp. 450-451. 3P. 458. 
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first reduced by the tax, finally adjusted themselves to the same general level 
which prevailed in other industries. 

Here we have a recrudescence of the diffusion theory which was 
at one time very popular with legislators, because it relieved them of 
the necessity of taking thought concerning the merits or demerits of 
taxes. N. F. Canard, whose Principes d’ Economie politique appeared in 
1802, was perhaps the first to give this theory scientific statement. As 
diffusion takes place but slowly, the réle which time plays was empha- 
sized by Canard as it is now emphasized by Professor Hadley ; and 
in general it may be said that the later writer has not improved on the 
theory. The theory on the first reading seems very plausible. Let 
us, however, examine it more closely, taking as a test the illustration 
offered by Professor Hadley. Let us first consider how excessive taxes 
on railroads will operate (2) on those immediately connected with the 
railroads, and (4) on the community served by the railroads. Professor 
Hadley admits that if railroads were taxed at a higher rate than any 
other kind of property the owners of the railroads would suffer for 
some time. But the owners of the railroads would not be the only 
persons to suffer. As a consequence of the lessened demand for rail- 
road labor, wages would fall and many persons would lose their posi- 
tions. The length of the period during which these two classes of 
persons would suffer would depend upon the time necessary to bring 
about an adjustment of the transportation facilities to the new order. 
In a rapidly progressing community the readjustment would take place 
quickly, but in a stationary community it would require some time. 
Ultimately the operation which Professor Hadley outlines would take 
place, and the railroads would be freed from the excessive burden 
placed upon them at the outset. But both the employees and the owners 
are vitally interested in the present prosperity of the railroads, and 
they could not be expected to submit with patience to a tax system which 
would impose an undue burden upon them during a period of many 
years. If a better system could be devised they would insist—and 
rightfully —that their legislators should take thought about the matter 
and make such a distribution of the burdens of taxation as would not 
even temporarily ruin them. 

It is fully conceded that the railroads would, after a time, manage to 
shift any excess of taxation which might be placed upon them. It is 
not conceded, however, that because the railroads had succeeded in 
removing a portion of the tax from their shoulders the tax had become 
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equitably distributed among the members of the community. A full 
discussion of this point would lead us too far afield. 

How would excessive taxation of railroads operate upon the com- 
munity served by them? That a system of taxation that checked the 
construction of new roads and lowered the efficiency of those already 
in existence would have a serious effect on the industrial life of the 
community cannot be doubted. Such a system of taxation would 
have the same effect as direct legislation arbitrarily prohibiting the 
construction of railroads. Not enough railroads could be operated to 
adequately serve the community, and the industrial efficiency of the 
community would be impaired. The extent to which the efficiency of 
the community would be impaired would depend upon the degree 
to which the construction and operation of railroads were inter- 
fered with. The injury which such a crude system of taxation would 
do the community would greatly exceed that done the railroads, for 
in the former case the injury would continue as long as the system of 
taxation lasted, while in the latter case it would be only temporary. 
Professor Hadley, however, in his discussion of excessive taxes on one 
part of the community, ignores the bearing of such taxation on the 
community as a whole. 


If all taxes were continuous in their operation, says Professor Hadley, 
we might trust to this shifting process (which has already been described) 
to make them equitable. We might fairly assume that in the long run the 
men who were able to pay taxes would pay them; while those who were 
unable to pay would be crowded out of anindustry. . . . . But the 
matter is not thus simple. Taxes are not continuous in their opera- 
tion. New grounds of expenditure arise which necessitate either an 
imposition of new taxes or an increase of old ones. Changes in industrial 
method may intensify this need by rendering the old taxes less productive ; 
or they may operate in the reverse direction and produce a surplus which 
gives ground for a well-founded claim for reduction in tax rates. But 
whenever any tax is increased or reduced a change in economic burdens is 
created which it takes time to adjust and which may for months or years 
impose upon certain individuals an undue share of contributions to the pub- 
lic revenue before the matter finally adjusts itself in an equitable fashion.” 


In the sentences which have been quoted there are two important 
admissions : (a) that frequent changes in the tax system are unavoid- 
able, and (4) that changes in the tax system create a change of eco- 
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nomic burdens which may for months or years impose undue burdens 
upon certain individuals. If all taxes were continuous in their opera- 
tion, says Professor Hadley, we might trust to the diffusion process to 
make them equitable. But he has fully admitted that frequent 
changes in the tax system are inevitable, and therefore some discus- 
sion of the question of equity should be forthcoming. Some guiding 
principles should be laid down for the just distribution of the burdens 
of taxation when taxes are imposed. The reader is constantly led to 
expect a discussion of the first question of equity in the pages imme- 
diately following the sentences which have just been quoted, but he is 
disappointed in this and finally gives up hope when the author, in his 
examination of the relative merits and demerits of property and 
income taxes, takes the position that, “apart from the possibility of 
progressive or compensatory taxation, the theoretical advantages and 
disadvantages of income and property taxes are so closely balanced 
that the question between them must be decided on the basis of cer- 
tainty of assessment and ease of collection.’’* 

The little that Professor Hadley has to say concerning what 
should constitute the measure according to which people should be 
called upon to contribute to the support of the government is said 
incidentally. In one place he says that if there is a failure to shift 
what appears to be an excessive tax, “such a tax really puts the bur- 
dens where they belong—among those who have a distinct surplus 
under the processes of exchange or distribution.”* At this point 
there can be no doubt that he is of the opinion that taxes should only 
fall on those having “a distinct surplus,” or net revenue. In another 
place he says that “the possession of wealth is the chief criterion of a 
person’s ability to bear an additional tax.”* This may have been in 
accordance with the facts at one time, but it certainly is not true 
today. The large professional class, for instance, has but little prop- 
erty, and yet it enjoys a large income. 

Very little that is new is to be found in the chapter on taxation, 
and this little is of doubtful value. A new classification of public 
revenues is offered, based on the methods of collection. In results it 
does not differ materially from that of Professor Seligman, based upon 
the comparative importance of the public and private purpose in the 
service rendered by the government. 

Professor Hadley also makes a new division of taxes into direct and 
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indirect, that is, he gives these terms a new meaning. In order to 
make the basis of this division clear, it will be necessary to point out 
the different ways in which, according to Professor Hadley, taxes are 
shifted ; for the manner of transfer determines the classification. 
There are three ways, says Hadley, in which taxes are shifted. “In 
some cases the transfer is a perfectly simple one. The person who 
pays the tax to the government deducts the amount of that tax from 
payments which he would otherwise have been compelled to pay to some 
one else.”* Other taxes, we are told, are transferred by ‘commercial 
competition.” ‘A customs or excise duty is largely paid by the con- 
sumers, not voluntarily, but because the dealers find it impossible to 
furnish the goods at the price which prevailed before the imposition of 
the duty; and this reduction in current supplies produces competition 
among buyers, until the price rises high enough to compensate the 
importers for their expense under the new conditions of trade.” The 
third way in which taxes are transferred is by industrial competition ; 
not by the competition of buyers for a supply of products which the 
tax has suddenly reduced, but by the withdrawal of capital invested in 
certain lines where the tax has borne heavily, and a consequent slow, 
indirect readjustment of the relations of supply and demand. With 
the last of these ways of shifting taxes, says Professor Hadley, the dis- 
tinction of direct and indirect has nothing todo. ‘“ The terms direct 
and indirect apply to immediate incidence, not to ultimate incidence. 
A tax is said to be direct when its. immediate burden is shifted only by 
the first of these processes. It is said to be indirect when its immediate 
burden is shifted by the second of these processes.”* This classifica- 
tion seems imperfect because it does not provide for all the different 
kinds of taxes. Are taxes which are not shifted at all and taxes shifted 
by “industrial competition” to have no place in the classification ? 
Are there some taxes which are neither direct nor indirect? The clas- 
sification is aiso faulty in that no sharp line can be drawn separating 
commercial and industrial competition. Professor Hadley admits this, 
but asserts that “there is a clear general line of distinction between the 
quick adjustment under the one process and the slow adjustments 
"under the other.”? Let us test this contention by a concrete example. 
Suppose the distilleries of this country to be making nothing more 
than the prevailing rate of profit, but that Congress thinks best to very 
largely increase the tax on whiskey. Now if the demand for whiskey 
*P. 460. *P, 462. 
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were perfectly inflexible the whole tax could at once be shifted to the 
consumer, but we know that a considerable increase in price would cur- 
tail the demand, and this would make it impossible for the distillers 
to shift the whole tax. If the portion which still rested on the distil- 
lers were very large, those distilleries which were producing at a disad- 
vantage would immediately shut down and some shifting by industrial 
competition would at once begin. 

Professor Hadley says “The terms direct and indirect apply to 
immediate incidence only.” If this be the case how can he make the 
manner of shifting the basis of the distinction? Has he not expressly 
excluded that upon which he grounds his classification? The imme- 
diate incidence of a tax is on the person who first pays the tax, and if 
discussion be strictly confined to immediate incidence any discussion 
whatever of shifting is precluded. Professor Hadley, however, does 
not abide by his own definition. In discussing shifting by “‘commer- 
cial competition” he discusses ultimate incidence. In view of the 
scant success which has attended his efforts perhaps it would have been 
better had he made no attempt to re-establish terms of such doubtful 
value as “direct” and “indirect,” which of late have been deservedly 
falling into disuse. 

As has already been suggested, the discussion does not always 
accurately reflect the position of the authorities cited. We are told 
that, in enumerating the criteria of a good tax system, “ by placing 
equity first, Smith gives countenance to the popular view that we 
should make this not only our ideal of taxation but our guiding prin- 
ciple in framing tax laws.”* This attaches altogether too much 
importance to the mere sequence of Adam Smith’s maxims, as appears 
from a definite statement bearing directly on the point. “The cer- 
tainty of what each individual ought to pay is, in taxation, a matter of 
so great importance, that a very considerable degree of inequality, it 
appears, I believe, from the experience of all nations, is not near so 
great an evil as a very small degree of uncertainty.”* Surely, in the 
face of such a positive statement found in the discussion of the point 
under consideration a mere inference drawn from the sequence of 
statement must give way. 

In conclusion it may be said that the chapter on taxation not only 
does not make any contribution of value to the science of finance, but 
it does not even present the best existing thought on the subject. In 
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general, a rough and ready policy is advocated ; the principles of taxa- 
tion which are advanced are so crude that they could not have found 
favor, even in the beginnings of the science. The principles of taxa- 
tion advocated are such that if they were embodied in our revenue 
laws it is probable that they would seriously impair the industrial effi- 
ciency of the nation. In a volume which bears the subtitle “An 
account of the relation between private property and public welfare,” 
one has a right to expect a better treatment of this important 


subject. 
GEORGE G. TUNELL. 


THE UNIVERSITY OF CHICAGO. 


THE FALLACY OF INDEX-NUMBERS. 


A continuous decline in prices since 1873 is supposed to be 
proven by the various tables of index-numbers which have been 
published. Itis the examination of this method to which we shall give 
ourselves. It is a most remarkable fact that, although the method of 
index-numbers has been extensively used, especially in England, to 
determine the extent and direction of the general movement of prices, 
or its converse, the variations in the purchasing power of the money 
unit, still to my knowledge no one has yet clearly and conclusively 
exposed the worthlessness of this method of argumentation. Many 
valid objections have been urged to this table, or to that other, in 
regard to the reliability of the data on which it was based; other 
equally valid objections have been made to minor details in the 
application of the method; the trustworthiness of the method itself 
has been impugned on the ground that it does not give a quantitative 
value or “weight” to its percentages or ratios, and this objection, too, 
is valid and of great importance; but no one so far as I know has 
suspected that, by the method of index-numbers, quantity coefficients, 
whole or fractional, are covertly juggled into every single ratio 
determined by this method. The distortions caused by these unseen 
coefficients, which owe their origin to pure chance, are such as 
to entirely invalidate all the results arrived at by this method. It is 
time for the veneration of this fetich to cease. 

To begin with, it will be well to insist that the word “average,” 
when applied to price, demands the consideration of quantity ; 
otherwise such average tacitly assumes the quantities to which the 
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prices refer to be equal. Thus, in a purchase of tops (for uniformity 
I shall always take the buyer’s standpoint) when purchases are 


2 tops @ 2c. = 4c. 
I top @ 8c. = 8c. 


12c. 


t 

| 

| the average price is 4c.; at an average price of 5c. only one top could 
have been bought at each price. There has been the strangest care- 
lessness on this point in investigations of price. The consideration of 
quantity is imperative, either in finding the average cost of the same 
commodity at different times, or of different commodities at the same 
time. Nowan average price is the price which when multiplied by the 
total quantity will produce the total value. The average price per year of 
acommodity is to be found only in this way: whether these data can be 
furnished or not, is a question for the statistician to answer; if they 
cannot be found, they must be estimated; to neglect them would be 
fatal. The prices of the London LZconomist tables are given for 


: selected dates for each year, and are therefore of little value. Though 
r not very clearly, Dr. Soetbeer seems in his Materia/ien to imply that 
| his average prices for the year are quantitative averages. Mr. Sauer- 
i} beck says of his prices (Journal of the Statistical Society, September 


1886), ‘“‘With but few exceptions the prices given are the average prices 
in each year, either those officially returned or the averages of the 
twelve quotations at the end of each month, partly received from 

private firms, partly collected from the Economist and other publica- 
tions. Where a range of prices is given the mean has been taken.” 

To the extent that these prices are not quantitative averages they 
are unreliable. 

When do the prices of two or more commodities taken together 
advance or decline, if the price of one or more commodities advance 
and the price of the others decline? We can say that the price of a 
commodity increases or diminishes when a fixed sum of money will 
buy a less or greater quantity; or that the price of a commodity 
increases or diminishes as the amount of money increases or diminishes 
which it takes to buy a fixed quantity of the commodity. In other 
words price is a ratio to which there are two terms ; when either term is 
¥ fixed it varies as the other. What is true of one commodity at dif- 
ferent times is true of different commodities at the same time ; provided 
that in the first case above, the quantities of the different commodities 
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are expressed in terms of the same unit of measure, pounds avoir- 
dupois for instance. Thus no number which indicates the variations 
of price can possibly be an abstract number of “points,” but is a 
concrete number, and in our monetary system it must be either dollars 
or units of measure. 

Suppose that the prices of wheat and oats in three successive years 
were : 


Year Wheat Oats Total 
I $1.00 $0.50 $1.50 
2 85 .60 1.45 
3 1.20 35 1.55 


Have the prices of wheat and oats taken together advanced or declined? 
The cost of one bushel of each of these grains shows that for this 
relation of quantity, prices of wheat and oats taken together have 
declined in the second year and have advanced in the third,—the 
comparison being in each case made with the first year. Now apply to 
these prices the method of index-numbers. Taking the prices of the 
first year as 100 and calculating the percentages, 


Vear Wheat Oats Total 
I 100 100 200 
2 85 120 205 
3 120 70 190 


we take the sum of these percentages for each year but do not average 
the total. Professor Jevons is very explicit on this subject (Serious 
Fall in the Value of Gold, p.6). “If a ton of bar iron costs £6, and a 
quarter of corn £3, there is no such relation or similarity as can war- 
rant us in drawing an average between £6 and £3. If at a subsequent 
time a ton of iron costs £9, and a quarter of corn £3 12 s., there is 
again no average between these quantities. We may, however, say that 
iron has risen 50 per cent., or one-half; what was 100 has become 
150. Corn has risen 20 per cent.; what was 1oo has become 120. 
Now the ratios 100:150 and 100:120 are things of the same kind but 
of different amounts, between which we can strike an average. This 
average must not be the arithmetic, but the geometric average.” It 
can be shown by the illustration given above that the similarity of the 
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. 
percentages is a fiction and that no average of any kind between the 


totals can be constructed. 
Taking the same prices of wheat and oats as before and reducing 


them to percentages, we here put the two tables side by side. 


Vear Wheat Oats Total Year Wheat Oats Total 

I $1.00 $0.50 $1.50 I 100 100 200 

2 85 60 1.45 2 85 120 205 

i 3 1.20 35 i.55 3 120 70 190 


Here the index numbers of the second table show that with the same 
quantities (apparently) and the same prices as in the first table, prices 
advanced in the second and declined in the third year. Why do index- 
numbers here transform an advance into a decline, and vice versa? 
The next illustration will give the reason. Suppose the purchases 
; to be two bushels of oats to every bushel of wheat; then with the same 


prices we have: 


Year Wheat (1 bu) Oats (2 bu) Total 
of I $1.00 (2 X $0.50) $1.00 $2.00 
2 85 .60) 1.20 2.05 
3 1.20 ax 2) -70 1.90 


Except in being dollars these results coincide in every particular with 
those of the table of index-numbers above, and it now appears that 
} when the quantity is fixed, price variations are registered by some 
number representing dollars. It is to this quantity relation that the 
index-numbers apply. Listen to Mr. Sauerbeck ( Journa/, 1886, p. 594) 
“. . . . they [index-numbers] take no notice of quantities and 
estimate all articles of equal importance.” Not at all. What they 
actually do is to find the comparative cost of selected commodities in 
certain quantity relations which are determined for each commodity 
in the year taken as the base line; the quantity being the fraction or 
the multiple which its price in that year is of 100 times the money unit. 

In our illustration there are no prices over $1.00, therefore the quan- . 
: tity determinant is the money unit itself, 100 cents. When we assume 
i that $1.00 = 100 we cannot at the same time assume that 50c. = 100 
‘ also, but we can, and in our illustration did, say covertly that 2 bu. 
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oats @ 50c. = $1.00 = 100also. It is the arbitrary assumption that 
different and conflicting values are equal to 100 at the base line which 
makes the similarity of the percentages spoken of by Professor Jevons 
a fiction, and makes it rationally impossible even to add them together, 
to say nothing of averaging them. When we call them dollars, which 
they are in our table, we can add them together, .for they are then 
similar things, viz., cost in dollars; but we can then average them only 
if the commodities are expressed in terms of the same unit of measure. 

Let us now take our original illustration and test the prices there 


given by varying the quantity relations. 


II. 
Year |Wheat(x bu)} Oats (1 bu) Total Year |Wheat(r bu)} Oats (2 bu) Total 
I $1.00 $0.50 $1.50 I $1.00 $1.00 $2.00 
2 85 .60 1.45 2 85 1.20 2.05 
3 1.20 +35 1.55 3 1.20 -70 1.90 
III. IV. 
Year |Wheat(2bu)/ Oats (3 bu) Total Year |Wheat(3 bu)/ Oats (4 bu) Total 
I $2.00 $1.50 $3.50 I $3.00 $2.00 $5.00 
2 1.70 1,80 3.50 2 2.55 2.40 4-95 
3 2.40 1.05 3.45 3. 3.60 1.40 5.00 


Comparing the cost for the second and third years with the first year 
in each case in these four tables, we find that, at the same moment 
of time and with the same prices, but with different relative quantities, 
the cost or price of wheat and oats taken together, in the second year 
declined in I, advanced in II, and remained stationary in III and 
that in the third year there is an advance in I, a decline in II 
and a stationary level in IV. Thus, for the different buyers above 
supposed the same prices at the same time mean to one an advance, to 
another a decline, and a stationary level to the third. And the pur- 
chasing power of the money unit of these different buyers, at the same 
time and with the same prices, increases, diminishes or remains 
stationary. 

In tables I. to IV. we may say that the average proportion is four 
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bushels of wheat to seven bushels of oats, and applying this relation of 
quantity to our original prices, 


Vear Wheat (4 bu) Oats (7 bu) Total 
I $4.00 $3.50 $7.50 
2 3.40 4.20 7.60 
3 4.80 2.45 7.25 


we may say that on an average of the given quantity relations, cost has 
steadily advanced. This is the method of Mulhall in his History 
of Prices since 1850, which he calls the “trade level” method. He 
compares “the actual total of trade with the sums which the same 
volume of merchandise would have amounted to at previous periods, 
according to the -prices then ruling.” This method assumes that 
nations require certain fixed proportions of the principal commodities, 
which can be determined for a given year or averaged for a given 
series of years. Nothing can be further from the actual facts of the 
market. People do not buy herrings when sprats are cheap. A very 
large number of the most important commodities are interchangeable, 
and it is principally for this reason that if proportions, or rather fixed 
quantities of commodities in certain proportions, could be accurately 
determined for a given year or for a given series of years, the propor- 
tion of these quantities to one another would be quite arbitrary and 
misleading for comparison with other years. 

Now, inasmuch as it is impossible to construct a table which will 
hold good of more than one of an infinite number of quantity 
relations, and inasmuch as in commerce quantities as well as propor- 
tions are constantly varying, it appears that tables and methods such 
as we have examined have no practical utility whatever, unless it be to 
furnish employment to some statistician in producing bogies to 
frighten “ good honest folk” into the limbo called bimetallism in this 
country. 

We conclude by reproducing the average prices of 1867 to 1877 of 
the commodities which enter into the table of Mr. Sauerbeck as 100, 
the base line, and add the quantities for which his results would hold 
good. There is a correction to be made in 13 of his articles to which 
he assigns one index-number each, but of which he gives two quotations 
of price. He calculates the percentage of each price separately and 
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No. Description of Article Denominations Price Quantities 
1 |Wheat, English.......... Ss POP 54-5 1.835 
3 |Flour, town-made, white...| “ 28c Ibs........... 46 2.174 
7 |Potatoes 117 854 

18 |a Coffee, plantation....... 87 1.149 

b “ average import price) “ 17.25 | 69.564 

22 |a Copper, Chili bars...... 75 .0666 

26 “ average export price] “ 12.5 

27 |Cotton, medium upland .../d. per .............. 9 133.333 

30 |a Hemp, Manilla......... 43 1163 

32 |a Wool, merino fleece..... 21.25 56.472 

33 © 19.75 60.762 
“Southdown ....... 16 75. 
35 |a Hides, River Plate dry...|d. per .............. 9 133-333 

b Seeds, linseeds ......... Be POT cess 60 -1666 

42 |Soda, crystals............ 92 1.087 

Alkalin, export price...... 185 -5406 

43 |Nitrate of soda........... 14 7-143 

45 ja Timber, hewn.......... 60 1.666 

sawed or split ..| 54 1.852 
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enters the arithmetic mean of these two in his table. We calculate 
quantities for each as if they had each a distinct number in his table. 
Our column of figures gives real quantities expressed in terms of the 
unit of measure to which the price refers, and hence when prices are 
in pound sterling or pence these must be reduced to shillings or 
decimals of a shilling. 

The relative quantities of the commodities of Mr. Sauerbeck’s 
table, which we have above computed, and of which alone his results 
are valid —this purely accidental quantity relation, of the very existence 
of which he has not the remotest suspicion — we believe will be readily 
admitted, in view of its origin, to be entirely devoid of all authority ; 
and with it vanishes the authority of the table itself. The results of 
the calculations of Professor Jevons, on the fluctuations in the pur- 
chasing power of gold, which are ceaselessly repeated in bimetallist 
literature, are likewise devoid of value, vitiated as they are by the 
fallacious reasoning of the the index-number method. The tables of 
Dr. Soetbeer and of the London Economist are similarly vitiated by the 
use of the method, the fallacy of which, I believe, has now been 
clearly and conclusively proven. 

Proof of the varying purchasing power of gold, which has been 
sought to be established by means of these tables, would, if it could be 
obtained, be of the utmost importance, and would be welcomed by all 
who are interested in the question. For the reasons given above, 
however, it appears not alone that such a variation in the purchasing 
power of gold has not been proven, but that in the nature of things it 


cannot be proven. 
C. W. OKER. 


WASHINGTON, D. C. 


BOOK REVIEWS. 


Wages and Capital. An Examination of the Wages Fund Doctrine. 
By F. W. Taussic. New York: D. Appleton and Co., 1896, 
8vo. pp. xviii + 329. 

THAT an economist of Professor Taussig’s standing should think it 
worth while to make a serious attempt to examine critically and to 
restate the wages-fund doctrine at this time is a significent fact. The 
weight of his influence in the opposite scale ought to show President 
Walker and his followers that if the doctrine was ever as dead as they 
have maintained, then there has been a resurrection and that it is advis- 
able to ponder the words of this keen and sympathetic interpreter of 
the classic economists. 

If what Thornton, Longe, and Walker understood as the wages- 
fund doctrine, is no longer worth discussion, will they claim that the 
same is true of the doctrine as interpreted by its latestexponent. Can 
President Walker answer the criticisms brought against his theory 
that wages are paid out of products and that the laborers are the resid- 
ual claimants? 

Professor Taussig has divided his work into two parts. In the first 
part, consisting of five chapters, he clearly sets forth his own views on 
the subject ; the second and more extended part is a critical examina- 
tion of the historical development and treatment of the wages-fund 
idea. This departure from the ordinary method of arrangement is to 
be commended. The gain to be realized by approaching the writer’s 
own views after a study of the literature of the past is not likely to be 
equal to that which comes from a clear grasp of the principles and the 
point of view of the man who is to act as our guide in the critical and 
historical part of the work. Another word of strong commendation 
should be given for the pains that have been taken to make every point 
perfectly clear. The author has not hesitated to repeat the points of 
most importance, although he recognizes the danger of being thought 
prolix or pedagogic. The clear summaries of each subject and of each 
chapter, with the general summaries and conclusions atthe end of each 
part, leave no excuse for misunderstanding. 
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From these general remarks let us turn to a more detailed examina- 
tion of the work. The first chapter describes at some length the pres- 
ent industrial organization, shows the contemporaneous and successive 
divisions of labor, emphasizes the time element, and the fact that “the 
work of today is applied preponderantly to inchoate wealth, to prepara- 
tory stages in production; and the output of today consists mainly of 
goods not yet in enjoyable form” (p. 14). The real wages of today 
are the food, clothing, shelter, and consumable commodities ready for 
immediate use. The answer to the question, “Are wages paid out of 
the products ?”’ is then perfectly clear. ‘But wages are certainly not 
paid from the product of present labor. Present labor produces chiefly 
unfinished things; but the reward of present labor is finished things. 
Real wages are, virtually to their full extent, the product of past labor” 
(p. 17). The clear thinker will not allow the use of money or any other 
confusing conditions to blind him to the simple fact here stated. Chap- 
ter two begins with a discussion of definitions of capital. The old idea 
that capital is that which supports and remunerates labor is abandoned, 
and the term capital is “to stand simply for inchoate wealth; for all 
possessions that do not yet serve human wants” (p. 36). This defini- 
tion is certainly simpler and more easily applicable than the old ones, 
particularly Mill’s definition which made the distinction between capi- 
tal and not capital lie in the intention of the owner. It also has the 
advantage of being in line with the ideas of present-day writers. If 
anyone chooses to use the term capital to mean money funds accumu- 
lated before the work began, and product as money payment for par- 
tially finished commodities sold, it is not denied that he can have 
money wages paid, not out of capital in this sense, but out of 
product. The author, however, insists that ‘in whatever sense we use 
the term capital, it will still appear that current wages, considered with 
reference to any but a very short period of time, are derived in the 
main from capital” (p. 37). 

But real income, real wages, and real capital are the essential things. 
Increased money payments will not avail, unless a larger supply of 
enjoyable goods can be put on the market, and the supply of such 
goods is largely determined by causes which have already done their 
work. In this dependence upon the past, however, the laborer finds 
himself in precisely the same position as the landlord, the capitalist, 
and the entrepreneur. This is a fact which the earlier writers had 
never noted, but one which Professor Taussig repeatedly emphasizes. 


{ 
| 
j 
i 
i 


BOOK REVIEWS 525 


After this statement of the essential facts in the industrial world, a 
detailed study of the machinery of distribution is made in chapter three. 
With division of labor carried to its extreme limits so that no one pro- 
duces for his own consumption, money and money income play the 
vital part, for real income is secured only by expenditure of money. 
The money income of society comes first into the hands of entrepre- 
neurs. As a class they can use it as they please. Here is the oppor- 
tunity for the will of the capitalist to determine whether a given money 
income shall be capital or not capital. The maintenance of capital 
depends upon their intention but they are rather closely limited in 
their expenditures by the quality of real income at hand and ready for 
consumption. In his discussion of the differences existing between 
independent workmen and hired laborers, the author gives a most 
explicit answer to the long disputed questions: Do wages depend 
upon capital ? and, Is the laborer paid out of a wages-fund ? 

-The hired laborer is undoubtedly dependent upon capital, and gets his 
wages from capital in a sense in which the independent workman does not. 
His money income, the first and essential means toward getting a real income, 


is turned over to him by capitalists. It comes from funds in the possession .. 


of a body of which his immediate employer is a member, and which includes 
all the active codperators in the management and control of industry. Except 
in so far as he has made a contract covering some length of time, his wages 
depend recurrently on their disposition to use for productive operations their 
inflowing money receipts. In this sense his earnings depend on a wages-fund, 
on the sums which the employers judge it expedient to turn to the hire of 
labor; and in this sense the independent workmen evidently do not depend 
on capitalists or on a wages-fund (p. 75). 

Having shown the nature of the fund and the laborer’s dependence 
upon it, the question of its elasticity is treated in chapter four. 

1. Are the money funds which employers can turn over to laborers 
limited and determined by previous events, so that a given sum and no 
more must go to them? Here the answer is a decided negative for 
the individual employer, or for the employing class. It is easy to 
accept this answer in the case of the individual employer ; he often has 
a wide margin which can be indefinitely extended by borrowing. But 
a little more light in the way in which the total money funds can be 
increased would be desirable. The author says that a universal strike 
might secure greater money wages for all labors, the increase to come 
from an extension of a bank credit, or a reduction of net profits. On 
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the same page he has stated the quantity theory in a way which precludes 
any gain to laborers if the increase comes by extending credit. Nor 
does he show any reason for thinking profits could be reduced without 
checking accumulation. We are told (p. 97) that the managing capi- 
talists are much the most important class of savers, that they have large 
profits from which accumulations are made, and if they invest from 
habit, or for the sake of increasing business, perhaps a universal strike 
could transfer a large share of their funds to the laborers, but the 
author offers no satisfactory explanation of the way in which this result 
would be accomplished. Even if an increased amount of money could 
be obtained by laborers now, what would be the effect at the next invest- 
ment period ? This is the important point, and all the help we get on 
it is the hint that the minimum which capitalists would accept rather 
than quit business is lower than is generally thought. While we could 
not rightly expect a full discussion of the problems of interest and profits 
in a work limited to an explanation of the machinery of distribution, 
a clear and definite statement on these points ought to be given by an 
author who is going to deny, as Professor Taussig does, that any result 
can be traced to the working of a force which may lower profits or interest. 

Turning from questions of money income to real income, the limits 
are found to be much less elastic in the case of the latter. It is 
easier to extend credit than to increase the amount of consumable 
commodities ready for enjoyment. But as has been shown before, this 
limit is set to all income, not to that of the laborer alone. There is 
no marked distinction between laborer’s commodities and capitalist’s 
commodities which makes it impossible for the laborer to secure more 
than a fixed amount. 

The author’s own summary tells us (p. 101), “The conclusions of 
the economist as to the theoretical relations of wages and capital have 
little or no bearing on the disputes between laborers and capitalists as 
they usually appear in the specific case.” The old idea of a fixed fund 
from which if one set of laborers get more, other must get less, may 
have some theoretical truth: 


But it is safe to say that in concrete life it happens very rarely, probably 
never, that a specific rise in wages, secured by strike or trades-union pressure 
or simple agreement can be shown to bring any offsetting loss in the wages 
of those not directly concerned (p. 103). . . . . Doubtless, if all the conse- 
quences of the change could be infallibly traced, some justification for the 
misgivings of the writers of the older school might be found (page 104). 
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Is it safe to say we may disregard a force because we cannot trace 
its workings ? 

President Walker’s idea of a residual share which must go to 
laborers receives no support from Professor Taussig. The active 
capitalists, from the nature of their position receive a primary income 
and own what is left after all expenses are paid. If they are pros- 
perous and secure larger money incomes, the laborers may, in time, 
get higher wages, but are at no time in the position of residuary lega, 
tees. Wages have risen because the increased production of goods- 
even when sold at lower prices left the managers of industry with larger 
gross money incomes, a part of which they pay out in wages. The 
pessimists who maintain that all the gains from improvements go to 
the capitalists, and the optimists who maintain that all the benefit goes 
to the masses, are both warned that, 


The facts of the situation, so far as they can be made out, would seem 
to warrant no large generalizations as to the absorption of the whole gain by 
one class in society or another, and so confirm neither an optimistic nor a pes- 
simistic view as to any residual shares. All hands have gained, and the 
proximate cause of the gain for all has been in the general and continued 
increase of the gross revenues which first flow into the hands of capitalistic 
employers (p. 120). 


Here, certainly, is a pratical conclusion of importance. Ifthe study 
of the economist does not enable him to settle labor disputes, it pre- 
pares him to warn contending classes that they are both somewhat 
astray, that, after all, the existing system is reasonably satisfactory, that 
if employers are only allowed to thrive, their prosperity will benefit all, 
while if they are injured all will suffer. 


The classic economists used the wages-fund doctrine chiefly to 
impress upon the laborers the necessity of exercising what Malthus calls 
“the preventive check.” Mill accepted this position without particular 
attention to the doctrine itself, and because of his great interest in social 
questions was ready to yield easily to the attacks of Lange and Thorn- 
ton. Space will not permit an extended notice of the critical study of 
the development of the wages-fund doctrine from the time of Adam 
Smith until the present. Suffice it to say that nowhere else can so 
careful, intelligent and sympathetic a history of the doctrine be 
found. 

WiLu1aM 
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Blue Book of American Shipping. (Published by the Marine 
Review.) Cleveland, Ohio: Mulrooney and Barton, 1896. 
8vo. pp. 324. 

In publishing the Blue Book of American Shipping the Marine 
Review has performed a service that ought to be rendered by our 
national government. Very little attention has been given by the 
statisticians at Washington to the commerce of the Great Lakes. It is 
to this subject that the Blue Book is largely devoted ; but it also gives 
considerable attention to our foreign and coastwise business. The 
editors intend to make the next issue cover our ocean shipping as 
thoroughly as this does our lake commerce. The title, although a 
broad one, is not comprehensive enough, for some thirty pages are 
given over to the Canadian shipping interestson the lakes. These 
pages form a valuable contribution, as the facts about Canadian ship- 
ping are not easily obtained. 

A detailed review of the contents of the volume cannot be under- 
taken, for the number of topics treated is very large. In general it 
may be said that too much is attempted; much better results could 
have been obtained had fewer subjects been taken up and these consid- 
ered more fully. The tables of statistics show this fault ; in general 
they cover only a very few years, while they should have been given in 
this, the first volume, for as long a period as possible. Had this been 
done it would only be necessary in succeeding volumes to keep the 
facts up to date. 

Large portions of the volume are of value only to those who are 
commercially interested in shipping ; in general these are the best 
parts of the book. Students of shipping will find the volume somewhat 
unsatisfactory, for the subjects of importance to them are treated in a 
fragmentary way. GEORGE TUNELL. 


A History of Modern Banks of Issue. By Cuartes A. CONANT. 
New York: G. P. Putnam’s-Sons, 1896. 8vo. pp. xii + 


595. 

In this admirable and timely work the advocates of the banking prin- 
ciple have a vigorous supporter. The purpose of Mr. Conant is to illus- 
trate by examples from history the axiomatic truth that — “ Zhe cur- 
rency of a commercial country should be regulated by commercial conditions, 
and not by the whims of politicians.” The bold announcement of this 
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purpose in the preface and in the introductory chapter on “ The Theory 
of a Banking Currency,” may tend to warn away readers whose faith 
in the opposite principle is firmly established. But as there is noother 
work in English which covers the same ground, even the advocates of 
government banking may be compelled to resort to this History of 
Modern Banks of Issue, if they wish to know what other countries are 
doing. The chief difficulty with this class of people, however, is that 
experience does not teach them. They care not what disaster bad bank- 
ing or unwise currency experiments have brought to other countries or to 
former generations in our own country ; they think themselves great 
enough to make economic laws as well as government money. They 
want no banks of issue, but will have the government issue paper cur- 
rency direct tothe people. The fact that they find nothing to encour- 
age, but much to discourage them in banking history, is not likely to 
check them for a moment. Fortunately there are plenty of Americans 
who think the lessons of experience should be heeded. To them this 
work will give in a convenient form much desired information. Good 
accounts of the banking experience of England, France, Germany, 
Scotland, and Canada are accessible in other works. Mr. Conant has 
not rendered as great a service by describing them as by putting in con- 
venient form information about the banks of Italy, Austria-Hungary, 
Russia, Belgium, Holland, Norway, Sweden, Denmark, Switzerland, 
Greece, Spain, Turkey, and the far East. 

The author does not claim to be possessed of any special sources 
of information, but he has succeeded in giving us an English version 
of much that was before available only to special students who were 


familiar with the languages in which this information was to be found. 
W. H. 


Voluntary Socialism. By Francis Tanpy. Denver, Colorado: 
Crusade Publishing Company. 1896. 8vo. pp. 228. 


Ir the word Socialism is understood in its narrower sense as standing 
for the theory of the Social Democrats, then Mr. Tandy can scarcely 
be called a Socialist. Forhe has not attained what may be regarded 
as the characteristic point of view of Social Democracy—a point of 
view from which the antagonism between the individual and the col- 
lectivity appears as a partial, incomplete insight—a failure to recognize 
their organic unity. 
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Mr. Tandy is an exponent of individualism in the narrowest sense 
of the term. The individual and not the group has, in his view, been 
the unit of evolutionary development. The law of the “ survival of the 
fittest ’ has preserved those capable of overcoming their fellows in the 
struggle for existence, and has thus tended to develop a species adapted 
to its environment. The progress of society has been the result of the 
progress of its individual members, and is and must always be dependent 
upon their free, relentless competition. All special privileges, such as 
private property in land and monopoly in issuing money, give one com- © 
petitor an advantage over his fellows at the outset of the life-struggle 
and hence stand condemned by the law of progress. The state is but an 
organization to limit individual freedom, to protect the weak who are 
incapable of protecting themselves, and to counteract that tendency 
which, if left free play, would give the victory to the fittest single com- 
petitor. Hence the state must be abolished, and will be abolished as 
as soon as the majority attain sufficient enlightenment to disregard its 
laws. Such, in brief, is Mr. Tandy’sargument. Why under the régime 
of the future, competition will be between individuals as individuals, 
if we suppose sufficient intelligence to recognize that two are stronger 
than one; and why the power to co-operate for acommon end will not 
reestablish the tyranny of the state, the author has not explained. 

Some of Mr. Tandy’s economic theories are quite unique. For 
example, he defines interest as the payment for the use of a medium of 
exchange, and maintains that if every man were permitted to coin his 
credit, interest would cease to exist. 

It is worthy of note that while Mr. Tandy in his discussion of evo- 
lution reduces the “ought” to the “is” and claims that determinism 
is the only rational theory of human conduct, and responsibility a 
delusion only, in the later portion of his book, when he appears as the 
propagandist of coming anarchism he falls back upon the eighteenth 
century doctrine of abstract rights, and asserts that every man is equi- 
tably entitled to the full product of his labor, but can have no claim 
to any portion of the soil. 

The whole book is a curious attempt to synthesize the philosophic 
dogmas of the eighteenth century and the evolutional theories of the 
nineteenth, the method adopted being that of Mr. Pott’s editor, who in 
writing on Chinese metaphysics, looked up in the Britannica under C 
for Chinese and under M for metaphysics and, combined the informa - 
tion. K. C. FELTON. 
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Les Hauts Salaives aux Etats-Unis, WaxweiLer. Paris: 
Bibliothéque Gilon, 1895. 12 mo. pp. 108. 

THE first part of this volume consists of a sketch of the scope and 
nature of the industries of this country, special attention being paid to 
the great degree of division and specialization of labor on both the 
mechanical and the executive side of our large concerns. The Amer- 
ican genius for organization is dwelt upon, and its effects noted in 
both capital and labor. A few facts are given concerning the labor 
movement and labor legislation. All this is an old story to every 
observant American, whether he has approached the subject from the 
student’s point of view or from that of the practical business man. In 
the economic discussion which follows, figures bearing on the question, 
furnished by Carroll D. Wright, E. R. L. Gould, and other American 
statisticians, are freely used. 

The whole book is a compliment to the achievements of the Amer- 
ican business man and to the American student of the wages question. 
It is in no way original, and it deals with matter which is more fully 
presented in American treatises. The chief interest of such a book is 
an indication of what will be the attitude in the future of well- 
informed Europeans towards American institutions. It need not 


consume the time of the American student of economics. 
Henry K. WHITE. 


Strikes and Social Problems. By J. SuizLp Nicuorson. London: 
Adam and Charles Black, 1896. 12mo. pp. viii+238. 

' PROFESSOR NICHOLSON’s book is a collection of essays and addresses 
of various lengths, upon subjects not very closely connected. The 
twelve occasional pieces which go to make upthe volume are quite as 
diverse in quality as they are in subject-matter. Some of them possess 
much more than ordinary merit, while there are others which can 
hardly be considered anything but products of economic dilettantism. 
The first six of the studies—comprising a good half of the book— 
“treat specially and directly of the conflicts between Labor and Capital 
and of the interests of both in conciliation.” Threeof these deal more 
particularly with strikes, combinations, and other modes of demon- 
strating the exceeding power and wisdum of organized “labor.” The 
remaining three are devoted to some more general aspects of the rela- 
tions between labor and capital. 
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It cannot be denied that this first half of Professor Nicholson’s book 
is unsatisfactory, even when the fact that the studies which compose it 
are not labored investigations is considered. The three essays or 
addresses devoted to strikes and combinations are the weakest part of 
the book. A constant tendency to look with leniency upon the illegal 
and criminal acts of trades unions seems to pervade and vitiate the whole 
of Professor Nicholson’s thought on this subject. Although he recog- 
nizes the ruinous results of the course pursued by most trades-unionist 
bodies, he nevertheless displays the unfortunate theoretical bias which 
commonly arises from a lack of appreciation of the real objects of such 
organizations of “Labor.” It must, indeed, be admitted that Professor 
Nicholson is far more sane on the so-called labor question than are 
many others among present-day economic writers. But the time has 
come when it will no longer do to countenance, in the most unimportant 
detail, the acts and aims of the organized predatory bands which, under 
the name of trades-unions, have honeycombed our industrial system, 
and which are the more dangerous because they conceal their aspira- 
tions beneath a mask of assumed altruism, generosity and the old 
fallacy of the greatest good to the greatest number. 

It must not be inferred from what has been said that Professor 
Nicholson entirely overlooks the importance of these fundamental prin- 
ciples. In the second general division of his work, which includes the 
four studies VII.-X., he has shown a thorough appreciation of the 
value of industrial freedom. His Plea for Industrial Liberty, and 
Reaction in Favor of the Classical Political Economy, are exception- 
ally valuabie and instructive. In the latter address he demonstrates 
the present crying need of sounder ideas in economics and describes 
the movement to attain them. The eleventh and twelfth studies are 
unconnected with the main subjects of the book, and are too slight to 
require mention. As a whole the volume is of very uneven merit but 


it contains some thoughts which make it well worth reading. 
H. ParRKER WILLIS. 


The Problem of the Aged Poor. By Grorrrey DraGe. London: 
Adam and Charles Black, 1895. 8vo. pp. xvii +375. 

INVESTIGATIONS made by Mr. Charles Booth and by Mr. Ritchie 

in 1892-3, with regard to the conditions of the aged poor, disclosed 

the startling fact that of the 1,372,422 persons of 65 years and upward 
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in England and Wales 401,904, or about 30 per cent. had during the 
year received either indoor or outdoor relief. If, in the opinion of 
Mr. Booth, that one-third of the population which furnishes scarcely any 
additions to the pauper class were disregarded, it would be found that 
among the remainder of the population, made up of working people 
and small traders, from 40 to 45 per cent. of those who reach the age 
of 65 become paupers. It is with the problem thus presented in Eng- 
land and Wales that the volume before us chiefly deals; though the 
author considers the schemes which have been proposed and tried in 
other countries for ameliorating similar conditions. 

The book is conveniently divided into three parts one of which 
treats of the extent and causes of old age pauperism and the means at 
present employed for alleviating it. Another presents the schemes 
which have been proposed in England for establishing old age pen- 
sions, and the experience of Germany and Denmark under such laws. 
In these two parts the author has followed the plan adopted by his 
earlier work on Zhe Unemployed. His purpose is to place before his 
readers the opinions of those who from their experience or position 
can speak authoritatively upon the many phases of this subject. It 
is from Mr. Booth’s book and from the evidence given before the Royal 
Commission on the Aged Poor which sat in 1893 that these opinions are 
chiefly taken. About each question involved in the investigation, as for 
example, the various causes of old age pauperism, the means of meet- 
ing it, the value of this or that provision of different state pension 
schemes, the views of these witnesses are grouped. We have therefore 
in this part of the volume a valuable digest of the testimony to be 
found in these books, Mr. Drage modestly hopes that this hand-book 
may at least serve to promote a careful study of the sources upon which 
he has drawn ; but the great merit of his work is that it has been done 
with such thoroughness and discrimination that, except for the very few 
there will be no necessity for going through the great mass of testimony 
presented in the reports. 

The third part of the volume is given to the conclusions at which 
the author has arrived, upon the matters discussed in the previous 
parts. To Mr. Booth’s plan for providing pensions for all those who 
reach the age limit without requiring any contributions from the recip- 
ients, he finds a fatal objection in principle. The plans rest upon the 
assumption that after a certain period of life, say 65 years, the duty of 
maintaining every person lies not with the individual or his family, 
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but with the state, Mr. Drage sees no reason why, if this be a true 
principle, it is not equally applicable to children, the infirm, or to any 
other class of persons not able to maintain themselves. As a part of 
a general plan of state socialism it is defensible but not upon any other 
ground. But in addition to objections in principle there are serious 
practical difficulties. The cost of maintaining such a system would be 
so great as to make the most daring financier falter; the trouble and 
expense of proving the age and identity of each applicant would be 
enormous; under any conditions on which pensions are given— 
whether in connection with earnings or only after earnings have 
ceased, grave questions of policy have to be considered; and above 
all the danger of sapping the foundations of such moral qualities as 
industry, energy, thrift and self-reliance is too great to be incurred 
without the certainty of some great good to be secured. 

The scheme proposed by Mr. Chamberlain whereby voluntary 
contributions are required of all those who receive a pension, and that 
of Canon Blockley which requires that for certain classes at least the 
contribution to such a fund shall be compulsory, Mr. Drage finds less 
objectionable because they do not place the whole responsibility of car- 
ing for the aged upon thestate. But he urges that if the contributions 
are voluntary the poorest classes who most need help will not get it, and 
that “it is unjust that the whole community should be taxed in order to 
provide part of the pensions of those who are able to join, and choose 
this form of pension in preference to any other.” If onthe other hand 
the membership is compulsory difficulties arise in the administration 
of the funds and in determining what classes, if not all, shall be 
required to contribute—difficulties so great as to make it extremely 
doubtful whether such advantage as can be claimed are not too dearly 
bought. Moreover when it is considered that the more than probable 
effect of any system of state pensions would be to weaken those agen- 
cies for self-help which have been so useful in the past to the working 
classes, the doubts as to the wisdom of the state pensions are increased. 
During the last twenty years the work of providing for the future, 
either directly or indirectly, by the trade unions, building associa- 
tions, co-operative societies and the friendly societies have rapidly 
increased, and there is no reason why, with proper encouragement, 
they should not continue to do so. In these agencies and in certain 
improvements in the poor law and in the administration of private 
charities, Mr. Drage believes a sufficient solution of the problem of 
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the aged poor will be found without resorting to any new principle in 
relieving want. 

It may be an error of judgment on the part of Mr. Drage that the 
practical administration difficulties of a pension scheme are so great ; 
and it may be true, as is often contended, that the expense of such a 
system as far-reaching even as Mr. Booth’s, would not be so much 
greater than that now borne in caring for the aged poor as to make 
the burden an appalling one; but there is not, we feel sure, too much 
insistence upon the dangers which state-help may bring to self-help 
and to the traits of character which lie back of it. The weight of 
testimony seems to be that it is but a small class whose need in old age is 
to be attributed to causes other than those which by the exercise of 
prudence and foresight may be avoided. In spite, therefore of the 
Jin de siecle theories about “thrift” which haved one so much to bring 
that one-time virtue into ill-repute, it still seems quite clear that 
what is needed is not so much a plan for inducing the community to 
care for those who lack these elements in their make up as a plan for 
inspiring them with some desire, and for placing before them some 
means of helping themselves. We commend Mr. Drage’s excellent 
book among other things for insisting upon this point. 

G. O. VIRTUE. 


Classes and Masses; or Wealth, Hopes and Welfare in the United 
Kingdom: A Handbook of Social Facts for Practical Thinkers 
and Speakers. By W.H. Mattock. London: Adam and 
Charles Black, 1896. 8vo. pp. xvi+139. 

THE purpose of this profusely illustrated volume, made up of a 
series of articles which appeared some months ago in the Pall Mail 
Magazine is to correct some of the statements constantly put forth by 
reformers and agitators with regard to the advantageous position of the 
classes and the hard condition of the masses, and to refute certain 
theories which have been proposed for improving those conditions. 

The first error to engage the author’s attention is that embodied in 
the declaration that “the rich are growing richer, and the poor poorer.” 
In estimates of the wealth of the very rich, in poor law statistics, in 
the census returns, and in the returns made under the income tax law, 
Mr. Mallock finds the same answer to this charge against the present 
industrial system. That system has relatively reduced and not increased 
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the number of the poor, and the working classes as distinguished from 
the rich and middle classes, have increased in wealth more rapidly than 
any other class of the community. Public sympathy is often wrought 
upon by sensational stories of the overcrowding of the poor in tene- 
ment houses. These stories, while they have some foundation in fact, 
are nevertheless misleading when the condition of the working class 
as a whole is considered especially when coupled with the statement 
which usually goes with them, namely, that the condition of the poor 
in this respect is steadily growing worse. Every indication is that the 
conditions of lodging among the poor are growing better. Moreover 
such overcrowding as now exists is not due, as is often contended, to 
high rents. If this were true, we should expect to find the highest 
rentals and the highest rate of overcrowding going together. A chart 
is given, however, which shows that other causes than high rents must 
be sought to account for the wretched conditions found in tenement 
houses. The comparative rentals of some seventeen towns are shown 
together with the percentage overcrowding in the same towns. Clearly 
no causal relation can be established. Newcastle, ¢. g., with practically 
the same rentals as Manchester, has 35 per cent. of its population in 
overcrowded houses, while Manchester has but 8 per cent. London 
with the highest rental ot any city examined is far below many others 
in the matter of overcrowding. 

Nor does Mr. Mallock find in the capitalistic system that deadly 
antagonism to the small business which is popularly supposed to inhere 
in it. A comparison of the number of productive and distributive 
businesses in 1881 and 1891, as shown both by the London post office 
directory and by the census returns, shows that the actual number of 
separate businesses has increased more than 11 per cent. and the num- 
ber of persons engaged in them as partners has increased 20 per cent.; 
so that “from whatever point of view we look at the matter, the 
smaller businesses, instead of being crushed out are increasing more 
rapidly than the population.” 

In chapters ii and iii the author attacks what he conceives 
to be the mischievous doctrine of late becoming so prevalent— 
that of the possibility of improving the condition of the people 
by establishing a minimum wage, and another doctrine upon which 
this is based, namely, that whatever wage may be settled upon 
as a reasonable minimum can be maintained by regulating the 
prices of the commodities produced. Mr. Mallock points out that 
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prices are a thing which neither workmen nor employers can decide 
upon without consulting consumers. Within certain narrow limits it 
is true, he admits, prices may be governed by the wages paid, but it is 
a truth which strike leaders and other agitators for a minimum wage 
should not lose sight of, that the price of goods produced by one part 
of the population depends, after all, less upon the wishes of the pro- 
ducers than upon the willingness of that larger portion of the popula- 
tion which consume the goods. Strike leaders and philanthropists, 
moreover, have in the niggardliness of nature an even more insurmount- 
able barrier to their wishes than the will of the consuming public. The 
minimum standard of humane living is not a question, in fact, with 
which we need concern ourselves, for it ‘is determined, and is neces- 
sarily determined by the maximum which a man who pays no rent can 
extract by his own labor from the worst soil in cultivation.” Notwith- 
standing the clearness and force with which this statement is made 
and supported, it is doubtful if it will be accepted by those for whom 
it is chiefly intended. Agitators of a socialistic turn will still be unable 
to see why, because a man is compelled to occupy a piece of no rent 
land, the return for his labor shall be no greater than that he can 
unaided extract from it. The very essence of the socialistic conten- 
tion is that such a person is entitled to a share in the advantage 
which comes from there being better lands and better opportunities 
in the community from which he is now shut out. But Mr. Mallock 
puts his case with his usual air of finality and that will no doubt carry 
conviction where his arguments do not. 

On the points dealt with above the author’s views are sufficiently 
indicated. In general, it may be added, he seems quite satisfied with 
the progress the masses are making from what may at one time have 
been very deplorable conditions. He does not believe that an eco- 
nomic heaven is to be reached at a single bound, and on the whole 
our progress in that direction is quite as rapid as is compatible with 
our dignity and decorum. G. O. VIRTUE. 


The Economic History of Virginia in the Seventeenth Century. By 
Puitip ALEXANDER Bruce. New York: Macmillan & Co., 
1896. 8vo. 2 volumes, pp. xix+634 and vi+647. 

THis is a serious work, based on wide research among original 
materials, which has been carried through in a thoroughly conscien- 
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tious manner. It embraces a bibliography, a meagre outline of con- 
tents, a good index, and excellent footnotes, copious and full. The 
style is lucid and interesting, making the literary form more attractive 
than any of the books which have appeared in this important depart- 
ment of modern historical knowledge. Too much space and detail is 
devoted to aboriginal Indian life and its ways of living. The account 
is entertaining in itself, but hardly touches the development of 
Virginia. The same might be said of other topics, which expand too 
easily. But those who have worked in this sphere of investigation 
know that the abundant stores of virgin material make a certain 
redundance almost unavoidable. 

Mr. Bruce clearly shows that the plantation, and life on the planta- 
tion directed by the culture of tobacco, of necessity controlled the 
whole social development of Virginia. Probably of tropical origin, 
the plant was cultivated and much enjoyed by the aborigines when 
the colonists landed. Much desired for exportation to England, it 
was planted by the colonists, and as soon as 1619 it was driving out 
corn and other necessary food from the primitive agriculture. “One 
man could provide grain sufficient for five men and apparel for two, 
by the profit which he would derive from the sale of his tobacco” 
(Vol. I, p. 252). In other words, two active laborers could produce a 
crop then worth fifty pounds sterling in England. James and 
Charles I. interfered with the colonial culture and export by all sorts 
of administrative expedients. It does not appear that they controlled 
it, for Virginia largely shipped tobacco to Holland as early as 1627 
(tdid., p. 290) and continued it through the century. It was first thrown 
together in a heap for curing, but in seven years one Lambert strung 
the leaves on a line, “ this being the first step in the evolution ” “ of the 
tobacco stick so well known.”” Tobacco-houses were introduced before 
the massacre of 1622. The forest was cleared and tobacco exhausted 
the soil for its particular nurture after a few years. Indian corn suc- 
ceeded it and became an article of export to New England and the 
West Indies. About 1628 the planters discovered that wheat and 
other English grains would do better, and by 1643 wheat became an 
important export. But this rotation was not regular or general. 
Many tobacco fields relapsed into coarse grasses and finally into forest. 
Tobacco seemed to involve large plantations almost of necessity. This 
tendency reacted on the social system. Capable men became over- 
seers and superior employees, rather than tenants or small landhold- 
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ers (Vol. I, p. 411). Tobacco was about the only available currency, 
and was even more current than Indian corn and other commodities 
in New England. The detailed uses of this currency are very curious 
and entertaining. 

Mr. Bruce establishes that the Navigation Acts injured Virginia in 
the seventeenth century (Vol. I, p. 361). It has been customary to 
assert the same of New England. This shows the need of better com- 
prehension of economic forces in history. The colonies were differ- 
ently situated and yet more differently developed. The Virginian 
planter fancied he commanded the world, because he could ship one 
desirable export from his own wharf on an interior river to a foreign 
market. Really his one export was controlled by the British kingdom 
in its own interest. Prices fluctuated accordingly and sometimes dis- 
astrously. Irregular trade, at first, carried tobacco to Holland, but our 
author shows that the Acts were fairly well enforced, and they finally 
constrained agricultural life in Virginia. On the other hand, New 
England, with her poor soil, got a better return for her labor. Indian 
corn and pork supported the fishermen on the banks of Newfoundland. 
Homespun garments made by the women at home clothed lumber- 
men and shipbuilders, while vessels were being constructed on every 
inland stream which could float them. Cargoes of fish, pipe staves, 
and other products went to the West Indies, the Mediterranean or 
other ports. Thecargo and finally the vessel was sold in the best 
market, returning supplies and increase of capital to further diversify 
industry at home. This was before centers of manufacturing industry 
existed, and the New England farmstead made its own bill of exchange 
in effect as surely as Rothschild and Morgan make theirs today. The 
lack of local commerce constrained the industry and domestic develop- 
ment of the community. The failure to create any towns was extraor- 
dinary. These conditions limited the growth of Virginia in the 
seventeenth century, and later lowered her relative position among the 
states. 

The tenure of land tended in the same direction. It was granted 
by the London Company on the usual terms given to colonial adven- 
turers ; then it was given out, secondly, to recompense meritorious 
service, to ministers of the church, officers of state and justice, physi- 
cians and others. But the most effective factor in the distribution of 
land was in the head right, which was in operation by 1618. By this 
every shareholder transporting an emigrant, free or bond, acquired a 
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claim to fifty acres, if the emigrant remained three years. In 1621 
there were few estates of 1000 acres; within a decade there were many 
of 10,000 acres. While the transfers, 1634-1650, averaged 446 acres, 
in the latter half of the century they increased to674 acres. The final 
~ result was a semi-feudal distribution of land and it engraved itself on 
the social system. 

We shall never know how much Lords Say and Brook and their 
kind helped our country by staying away from New England. We 
know that the Dutch patroon system hampered New York for two 
/ centuries: that all proprietary arrangements hindered the Middle 
states. All the decaying feudal apparatus applied to the land in 
" Virginia made a convenient stock on which slavery could engraft 
itself. 

Mr. Bruce gives full and interesting accounts of the working of 
agriculture and the labor system based upon it. As he is opposing old 
prejudices, he sometimes strains his argument too far in trying to 
; establish that slavery made no great difference in the social system, 
“. . . . the labor system of white servants as unbroken as if it had 
A f been the labor system of slaves. The economic results were sub- 
stantially the same; the moral and social influences of both were in 
\ many respects exactly similar” (Vol. Il, p. 570). A free society and a 
bonded society differ. They differ essentially ; for neither master nor 
slave is the equivalent of a free man. 

But our author is correct in substance and in his main conten- 
tion, that tobacco and the feudal tendency of the land gave the con- 
trolling direction to colonial Virginia, just as cotton shaped the 
destinies of the Southern states in the nineteenth century. Slavery 
was only an enormous incident, an accident involving tremendous 
} consequences. 
| No patriotic American can read this history without emotion and a 
feeling of sympathy for the better elements of that society, which has 
passed away. Yankee — from aterm of reproach—has come to repre- 
sent a type of character which has largely influenced the destinies of 
the United States. The genius of adaptability growing out of New 
England life, the personal control of circumstance and the staying 
power under defeat, has made of the New Englander a great constit- 
uent factor inthe nation But it was the large political capacity of 
the Virginians, the proud love of liberty ingrained in those slave-own- 
ers, which most largely shaped the destinies of the rising republic. 
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Equipped with the best scholarly resources of our new time, Mr. 
Bruce has brought a fine tribute to modern history. Virginians may 
well study the social development of the old days, in working out their 


future under its new and prescribed conditions. ' 
Wo. B. WEEDEN. 


Cours élémentaire de statistique administrative. Elaboration des 
Statistiques — organisation des bureaux de statistique — éléments 
de démographie. By Dr. Jacques BeErRTILLON. Paris: 
Société d’éditions scientifiques, 1895. 8vo. pp. iii + 599. 


THE recent almost simultaneous contribution to the literature of 
statistics by Dr. von Mayr in Germany, Professor Mayo-Smith in the 
United States, and in the present work by Dr. Bertillon in France gives 
evidence of the growing estimation in which the science of statistics is 
held. The feature of all of these works is that they are almost 
exclusively devoted to a consideration of the science or technique of 
statistical work rather than to a compilation or analysis of statistical 
material. 

Probably the most hopeful feature of this activity is the recognition 
of the fact that the direction of statistical work requires not only a 
high, but a quite technical training, in order to produce the best 
results. Dr. Bertillon’s work is an especially striking illustration of 
this fact. In 1889 the General Statistical Council of France recom- 
mended that all candidates for certain offices in the administrative 
departments whose duties pertained to the preparation of reports be 
examined on the general principles of statistical science as a part of 
their examination for oppointment or promotion. This recommenda- 
tion was adopted by the government, and in consequence the council 
was directed to prepare a syllabus of points that should be covered by 
the examination. It was to supply a work giving the information 
called for by this program that Dr. Bertillon undertook the preparation 
of the present volume. It is as a text-book, then, that he asks his work 
to be considered. 

The work is divided into five distinct parts: I. Generalities, 
including the history of statistics; II. The Technique of Statistics ; 
III. Methods of Using Statistical Material ; IV. The Organization of 
Statistical Bureaus in France and Other Countries; and V. The 
Elements of Demography. 
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Any work by Dr. Bertillon is of value. The method here pursued, 
however, cannot but prove disappointing, no matter from what point 
of view it be regarded. The work is essentially defective in that it 
lacks unity of purpose. In attempting to write an elementary text- 
book for officials requiring a certain amount of knowledge concerning 
statistical methods, the author has been unable to restrain his desire 
to write at the same time a treatise on the science of statistics. The 
result is that the work is not wholly satisfactory from either stand- 
point. One or two examples will make this point clear. While the 
book is elementary, in parts, the author does not hesitate to make 
elaborate digressions into subjects of the most technical character, such 
for instance, as in his consideration of the theory of probabilities and 
of the phonetic method of writing proper names; or to introduce 
matter in which the professional statistician is alone interested, as the 
problem of nomenclature and classification of diseases and occupations. 
On the other hand, viewed as a treatise, the book is incomplete, a 
number of important statistical questions being either left untouched 
or inadequately considered. 

_In spite of the professed intention of the author, it is as a treatise 
rather than as a text-book that the work is of greatest interest. The text- 
book instruction shows a lack of serious study of what should be the 
purposes of such a work. What Dr. Bertillon says is all excellent, but 
little or no consideration is given to a great many points of the utmost 
importance to those having charge of the compilation of statistical 
material. Though diffuseness is one of the great defects of foreign statis- 
tical publications the need of and methods by which condensation can 
be secured are here given but scant attention. Such questions as the 
necessity of making tables absolutely clear and as far as possible self- 
explanatory, of not showing in the same table unrelated facts, of 
making box-headings simple, and so written that they can always be 
read without turning the book to one side, of regulating the size of 
tables so that the insertion of slip leaves can be avoided—all points 
of importance in the technical presentation of statistical data—are 
in general not even alluded to. It is only fair to the author, however, 
to say that many of these points are not recognized by European 
statisticians, and Dr. Bertillon is himself guilty of disregarding most 
of them; while, on the other hand, matters of statistical form are in 
the United States carried to a degree of excellence not approached in 
European statistical work. 
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It is not intended, however, by these criticisms to give the impres- 
sion that this work is not of value to the student, or that the author is 
not entitled to great credit for the clearness with which he has 
presented the importance of observing certain rules in the collection 
and presentation of statistical material. In that portion of the work, , 
moreover, where Dr. Bertillon has devoted himself to the consideration 
of technical statistical problems, he has done a work deserving of the 
highest praise. 

There is at the present time probably no statistician who has done 
so much or so good work in establishing the basis for international 
comparisons of statistical data as Dr. Bertillon. In his efforts, chiefly 
through the International Statistical Institute, to induce the different 
nations to adopt similar classifications and methods of presenting 
material, he has put all those interested in statistical work in his debt. 
It will be the invariable testimony of all those concerned in any way 
with statistical work that the greatest difficulties encountered are those 
connected with classification and nomenclature. The two most notable 
examples of this are the classification of industries and occupations and 
of diseases. Dr. Bertillon has attacked these two problems in a way 
and with a thoroughness attempted by no other author. His views of 
these questions have been presented at various meetings of the Inter- 
national Statistical Institute, but are here given in their most author- 
itative and orderly way. 

Briefly stated, Dr. Bertillon’s system consists of the construction of 
a list of occupations or diseases arranged in groups and sub-groups in 
which the classification is carried out in as great detail as practicable. 
Each group and sub-group bears a title, so that according to the wish 
of the statistician the material may be presented in greater or less 
detail and yet be comparable with any other investigation pursued 
under the same classification. The essential feature of the system, 
however, consists of a dictionary and index which accompany the list 
and serve as a key to its utilization. While the classification may con- 
tain but a hundred or a thousand terms, the dictionary and index are 
expected to embrace as far as possible every designation in use. The 
dictionary is intended to give these terms in alphabetical order with the 
designation of the group to which each belongs. The index gives the 
same terms classified according to groups in order that an absolute 
indication may be given of what occupations or diseases should be 
included under each term of the classification. The necessity for the 
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index lies in the fact that the dictionary cannot be made complete. 
Local or newly created terms are constantly being met with, and the 
index enables the enumerator to determine to which classes they 
should be assigned. Dr. Bertillon explains fully and convincingly the 
system elaborated by him and reproduces his suggested lists of 
occupations and diseases. The work necessary for their preparation 
must have been enormous, and their importance cannot be over- 
estimated. Without some such lists international comparisons are 
impossible. It should be stated that Dr. Bertillon’s work has received 
the approval of the International Statistical Institute. Especial 
attention has been here directed to this question, as it and his related 
discussions of other elements involved in so collecting and presenting 
statistical information as to permit of international comparisons 
undoubtedly constitute the part of greatest interest to the American 
student. 

Mention should also be made of his study of the methods of census 
taking in different countries and of the chapters giving the history and 
organization of statistical bureaus in Europe and the United States. 
Though the information given in the latter is not as complete as one 
could desire, it is still of great value to students desiring to obtain a 
knowledge of statistical work in other countries. In his chapter on 
the elements of demography the author is on his special ground and 
makes the most of his opportunities. 

Finally, it should be said in conclusion, that Dr. Bertillon’s work 
is of value—every word of it. It is only to be regretted that he did 
not either produce a simple text-book laying down the general rules 
of statistical work and eschewing debatable questions or points of 
interest only to statisticians in particular branches of work, or give us 
the benefit of his universally recognized statistical attainments in a 


general treatise on statistical science. 
WILLIAM FRANKLIN WILLOUGHBY. 


The Nature of the State. By W.W. Witvoucusy, Px.D. New 
York: Macmillan and Co., 1896. 8 vo. pp. xii+448. 
THERE are two methods by which politics may be studied. We 
may examine the characteristic features of political institutions as they 
have existed in the past; or we may try to discover the essential nature 
of the state from the necessary relations of men in society, and thus to 
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construct working definitions for some of the principal concepts of 
political science. The latter has been the aim of this book. To some, 
any such attempt may be open to the charge of being fruitless specula- 
tion, but it needs no argument to say that in no subject is there a 
greater looseness of expression than in the discussion of political ques- 
tions and a close analysis of terms becomes the more necessary since 
in political life mere words become a tremendous force. 

The author starts out well in limiting his field to the state as a 
political organization. Whatever human relations may be of interest 
to the economist or sociologist, political science has to deal with soci- 
ety only as politically organized. The work includes a discussion and 
criticism of the various views as to the origin of the state, the nature of 
law, of sovereignty and its location in the body politic, of the aims of 
the state, and of the various forms of government. In all this the 
author shows himself an excellent critic. He excels in a clear state- 
ment of the various views held, and in pointing out the difficulties con- 
nected with them, rather than in the construction of a consistent theory. 
The language is at all times clear and consistent. The chapter on the 
location of sovereignty is the least satisfactory." Thisisat present a most 
difficult question, from the fact of the appearance of written constitutions, 
the extension of suffrage, the changed conception of citizenship and 
allegiance and the greater sensitiveness to publicopinion. Mr. Wil- 
loughby finds sovereignty exercised wherever the will of the state is 
expressed, that is, in legislative bodies, conventions, the referendum, 
and, where such occur, in the independent ordinances of the execu- 
tive. But this view is inadequate, for statutes and ordinances 
express the complete will of the state only when they issue a defi- 
nite command or prohibition. In most cases administrative offi- 
cers must have a large field of discretion. It is not until the 
will of the state is put into actual execution that it is completely 
expressed. To say that such power is a delegated one, brings 
us into an error which is common in America —the identification 
of the state with the voting population. The author does not dispose 
of the difficulties here. His error all through the discussion is that he 
ignores executive power as not essential to the the exercise of sover- 
eignty, or makes it consist merely of ministerial acts. Will and execu- 
tion are correlative, and neither in theory nor in fact can they be sep- 


arated. 
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Social England. From the Accession of James I. to the Death 
of Anne. By various writers. Edited by H. D. Tram, 
London: Cassell and Co., New York: G. P. Putnam’s Sons, 
1895. 8vo. pp. viii+632. 

THE fourth volume of that mosaic known as Traill’s Social Englana 
evinces so many of the same class of defects (with here and there an 
excellence) that have been noticed in reviews of the preceding volumes 
that any further extended notice is unnecessary. The work covers the 
history of England from the accession of the Stuarts to the death of 
Anne. Many of the contributors have done able writing in other fields 
of history. But in such cases they have written under the stimulus of 
independent inspiration ; when they attempt to write upon set themes 
assigned to them by the editor, their product lacks spontaneity. But 
at times even standard authorities fail, and when the masters stumble, the 
reader is inclined to read all with suspicion. For example, Messrs. 
Oman and Clowes are recognized authorities upon military and naval 
science, yet the former has overlooked completely the really important 
late discovery that the British red uniform owes its origin to the 
“model army.” Mr. Clowes is far worse: Blake is apparently the only 
British seaman of the seventeenth century worth remembering, while 
the two Tromps, father and son, play hide-and-seek with his pen contin- 
ually. Mr. Hutton’s account of “The Episcopacy and its Adversaries ” 
is a sympathetic and painstaking contribution. But Mr. Hutton is too 
earnest an advocate of episcopacy to be an impartial writer ; while he 
is severe upon much of Cromwell’s conduct, he fails to explain the 
condition of affairs that made such conduct necessary ; ¢. g., when it is 
stated that Cromwell’s military régime was repugnant to previous ideas 
of toleration, he neglects to say that it was the conspiracy of the royal- 
ists and the episcopate that led to this drastic treatment. 

As a whole, then, Mr. Traill’s last volume is no greater a success 
than the earlier volumes. In fact it is less so, for the cumulative effect 
of an erroneous method is to alienate the true student of history. 

JAMES WESTFALL THOMPSON. 
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SCHOOL REVIEW 


The position occupied by THE SCHOOL REVIEW as a journal 
representative of High Schools and Academies is fairly charac- 
terized by the words of the distinguished Leipsic Editor, Dr. J 
Wychgram, who, in a recent letter, says, ‘‘ Your magazine is 
known to me as the best in tts field.” 

THE SCHOOL REVIEw is issued monthly, except in July and 
August. Each number contains at least sixty-four pages, 
exclusive of advertising. A volume makes not less than seven 
hundred pages. The price, $1.50 a year, is, perhaps, too low; 
certainly no one has ever suggested that it is too high. 

IJlustrations are used from time to time. The portraits of 
distinguished educators issued during the past year have met 
with so much favor that the series is continued. The ‘“ Book 
Reviews,’ are scholarly and impartial. ‘‘ Foreign Notes,” 
“Current Educational Literature,” and ‘‘ New Publications” 
are kept fully abreast of the latest advances. 


CONTENTS OF THE JUNE, 1896, NUMBER: 


The School Review devotes the June, 1896, issue to an exhaustive discussion 


of college entrance requirements. Tables are prepared showing in detail the require- 
ments for admission to all our leading colleges and universities of the United States, 
and the various methods of admission — examination, certificates, etc.— are fully 
described. The issue contains 172 pages, and constitutes a number that will be an 
indispensable reference book for high schools, academies, colleges, and universities 
for at least five years to come. 


CONTENTS OF SEPTEMBER, 1896, NUMBER: 


Main Topic: Definition of Secondary Education 

2. Secondary Education - - WH, 
3. What Constitutes a 


James E. Russet, J. G. SCcHURMAN, JAMES C. MACKENZIE 


College Admission Requirements in Mathematics - - -  Faut H. Hanus 
The Buffalo Meeting of the N. E. A. Depastment of 
Secondary Education - C.H. Tuurser 


Important Reports for Secondary Education 
Book Reviews — Notes —Current Educational Literature—New Publications 


Remittances should be made payable to THE University or CuicaGo. Address 


subscriptions to THE UNIVERSITY OF CHICAGO, 


University Press Division, Chicago, Iil. . 


MONEY AND BANKING. 


Illustrated by American History. 
By HORACE WAITE. 


Cloth. 448 pages. Illustrated. Price, $1.50. Popular Edition, 
Paper, Price, postpaid 60 cents. 
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THE QUARTERLY JOURNAL OF Economics is established to promote the advance 
of Economic Science. It welcomes contributions from any quarter 
which promote the scholarly investigation of Economic Phenomena, 
the criticism of Economic Theories, the advance of Economic Truth. 

It publishes also articles on questions of the day and on practical topics 
of general interest. 
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Tue PosITiveE THEORY OF CAPITAL AND ITs Critics. III. (Conclusion) Bihm-Bawerk 
DissOCIATION BY DISPLACEMENT: A Phase of Social Selection - - Carlos C. Closson 
CoIN” AND HIs CRITICS - . - - - - - - Willard Fisher 
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SOCIAL AND ECONOMIC LEGISLATION OF THE STATES IN 1895 William B. Shaw 
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A Quarterly Devoted to the Study of Individual and Social Ethics, 
Theoretical and Practical. 


EDITORIAL COMMITTEE: 


Henry C. Adams, Ph.D., Ann Arbor; Felix Adler, Ph.D., New York; Giacomo Barzellotti, Ph.D., Naples; Stanton Coit, Ph.D 
London ; Alfred Fouillée, Ph.D., Paris; Harold Héffding, Ph.D., Copenhagen; Fr. Jodl, Ph.D., Prague; J. S. Mackenzie 
M.A., Cardiff, Wales; J. H. Muirhead, M. A., London; Josiah Royce, Ph.D., Cambridge, Mass. ; Managing Editor, S 
Burns Weston, Philadelphia. 


OCTOBER, 1895 (Vol. VI. No. 1). 


IS LIFE WORTH LIVING? WILLIAM JAMES, Harvard University. 

REFORM IN EDUCATION. W. MITCHELL, University of Adelaide, South Australia. 

THE REFERENDUM AND INITIATIVE: THEIR RELATION TO THE INTERESTS OF 
LABOR IN SWITZERLAND AND IN AMERICA. A. LAWRENCE LOWELL, Boston 
Mass. 

THE CONSCIENCE: ITS NATURE AND ORIGIN. WILLIAM W. CaRLILE, Woodville, New 
Zealand. 

THE DIFFICULTY OF TAKING SIDES ON QUESTIONS OF THE DAY. W. L. SHELDON 
St. Louis, Missouri. 

DISCUSSIONS. 7Zhe Cosmic and the Moral, J. Mark Baldwin. Relation of the Ethical to the 
Cosmic Process, Frances Emily White. Mr. Ritchie on Free-Will and Responsibility, J 
H. Hyslop. 

BOOK REVIEWS. 
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THE HEGEMONY OF SCIENCE AND PHILOSOPHY. ALFRED FOUILLEE, Institute of France 

SOCIAL EVOLUTION. Davin G. Ritcuie, University of St. Andrews, Scotland. 

THE ETHICAL LIFE AND CONCEPTIONS OF THE JAPANESE. Toxkiwo Yokol, Tokyo 
Japan. 

THE SOCIAL QUESTION IN THE CATHOLIC CONGRESSES. JoHN GRAHAM Brooks, Cam- 
bridge, Mass, 

NATIONAL PREJUDICES. Cope Bay_y, London. 

DISCUSSIONS. ‘“/s Life Worth Living?"' Thomas Davidson. Professor James on “Nature,” 
J. Arthur Thomson. Zhe Meaning and Origin of Societies, William M. Salter. Free- 
Will and Responsibility, David G. Ritchie. 

BOOK REVIEWS. 
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THE MORAL ASPECTS OF SOCIALISM. Sipney BALL, St. John’s College, Oxford. 
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THE MORALITY THAT IS. ALFRED HODDER, Bryn Mawr College. 

SELF-REALIZATION.—A CRITICISM. A. E. Tay.or, Merton College, Oxford. 

DISCUSSIONS. Zhe Ethical Theory of Value, Christian Ehrenfels, University of Vienna. 
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EDITED BY 


Ts unquestionably the leading educational weekly in this country. This 
is not stmply our own estimate of the Journal, but the expressed opinion of 


many of our most prominent educators. 


“A valuable journal to any teacher.” 
“Ts worth many times the price.” 


A Few Quotations “The best educational journal in the field.” 

from Recent ... “It arouses enthusiasm in the weary teacher, and 
offers helpful suggestions to the perplexed one.” 

Letters. ....- “T have received your paper for nearly eleven years 


and attribute my success, in part, to the aid 
received from it.” 


The Journal of Education commands the best educational writers upon all 
topics. Among the leading articles soon to appear in its columns we would 


mention the following: 
‘Nature Study’’—for each month—by A. C. Boyden. 


“A Study of Seasonable Vegetables’—A series by Prof. W. L. German. 
“A Series of Articles on Travel,” by Caroline H. Stanley and Lester H. Stanley. 


In addition to professional articles by prominent writers, much space is devoted 
in each issue of the Journal to the latest and best methods in all school subjects. 


Subscription Price, $2.50 per year; $1 for five months 
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OF THE 


(“ANADIAN BANKERS’ 
ASSOCIATION. 


Published Quarterly. 


Subscription $1.00 per annum. 


VOLUME II. 


Volume II, September 1894 to July 1895, contains a work of 375 pages on “ The 
Canadian Banking System, 1817-1890,” by R. M. Breckenridge, Ph. D., of Columbia 
College, New York. 

It covers a history of the legislative development of banking in Canada, together 
with such an account of banks and banking episodes as serve to explain the lines on 
which it grew, and the views which actuated those by whom the legislation was framed. 
The final chapter deals with the present working of the system. 

Complete sets of the numbers comprising this volume can be purchased at the 
subscription price of $1.00. 


VOLUME III. 
The following are among the important contributions to the current volume: 


The Economic Condition of Newfoundland. 

An article by a thoroughly informed and capable writer, a resident of the island; 
dealing very fully with the present condition of affairs in the colony; describing its 
natural resources, their present and prospective development, and the wealth-producing 
capacity of the people, with an unbiassed view of the outlook for the future. 


The Land Mortgage Companies, Government Savings Banks, and Private Bankers of Canada. 

Dealing mainly with the system of mortgage companies and their place in the 
financial organizations of the country; with a review of their powers, the scope of their 
operations, and some considerations on the question of their financial policy. 


The Cause of the Decline in the Value of Products, and its Effect on the Welfare of Canada. 
Being the essay in the Association’s senior competition of 1895, to which the first 
prize was awarded. 


All remittances should be addressed to 
W. W. L. CHIPMAN, Secretary-Treasurer, Canadian Bankers’ Association, 
MONTREAL, CANADA. 
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PUBLISHED QUARTERLY IN MARCH, JUNE, SEPTEMBER, AND DECEMBER. 


Contents of the Last Two Numbers. 


Vol. LIX. Part 1, March 1896. 


A National System of Notification and Registration 
of Sickness. By Arthur Newsholme, M.D., 
Lond., M.R.C.P., Medical Officer of Health 
of Brighton. 

Discussion on Dr. Newsholme’s Paper. 

Parliamentary Representation in England _illus- 
trated by the Elections of 1892 and 1895. 
By J. A. Baines, C.S.I. 

Discussion on Mr. Baines’s Paper. 

Mental and Physical Conditions among Fifty Thou- 
sand Children seen 1892-4, and the Methods 
of Studying Recorded Observations, with 
Special Reference to the Determination of the 
Causes of Mental Dulness and other Defects. 

Discussion on Dr. Warner’s Paper. 

MISCELLANEA : I.—Commercial History and Review 
of 1895. II.—Prices of Commodities in 1895; 
by A. Sauerbeck. III.—Fires in London 
and the Metropolitan Fire Brigade in 1895. 
IV.—English Literature in 1895. V.—Sta- 
tistical and Economical Articles in Recent 
Periodicals. VI.—Quarterly List of Additions 
to the Library. VII.—Periodical Returns. 


Vol. LIX. Part 2, June 1896. 


Reformatory and Industrial Schools. (Howard 

Medal Prize Essay.) By John Watson, M.A. 
Discussion on Mr. Watson’s Paper. 

Notes on the History of Pauperism in England and 
Wales from 1850, treated by the Method of 
Frequency Curves; with an Introduction on 
the Method. By G. Udny Yule, Assistant 
Professor of Applied Mathematics, University 
College, London. 

Discussion on Mr. Yule’s Paper. 

Statistics of Unprogressive Communities. 
fessor F, Y. Edgeworth. 

MISCELLANEA: I.—The Present Population of the 
United Kingdom. II.—Application of the 
Method of Percentiles to Mr. Yule’s Data on 
the Distribution of Pauperism. By Frances 
Galton, F.R.S.  IIJ.— Remarks on Mr. 
Galton’s Note. By G.U. Yule. IV.—Con- 
tributions to the Mathematical Theory of 
Evolution. Note on Reproductive Selection. 
V.—British Agriculture in 1895. VI.—Notes 
on Economical and Statistical Work. VII.— 
Quarterly List of Additions to the Library. 
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The Journat is sent gratuitously to all Fellows of the Society. 
Members can subscribe for it through the Publisher, Edward Stanford, 26 
Cockspur Street, Charing Cross, S.W. The Subscription is £1 Is. per annum, 
and the price of a single number 5s. 
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THOROUGHLY REVISED AND CORRECTED (QUARTERLY) 


All New Banks are Reported to Date of issue. All Suspended and Liquidated Banks will be 
All Changes in Officers Made to Date. Removed. 
NO BANKER OR LAWYER CAN DO BUSINESS INTELLIGENTLY WITHOUT THIS VOLUME 


Gives the location, titles and names of all Banks, A List of Reliable Attorneys, representing every 
Bankers and Financial Institutions in the country, _ city, town and county, state and section of the country. 
with their officers, capital, surplus, undivided profits, An Alphabetical List of all Officers of Banks. 
loans, discounts, correspondents, etc. List of Foreign Banks and Bankers. 

Specially Engraved Maps of all States and Synopsis of the Banking and Commercial Laws 


Territories. of all the states. 
Towns and villages without banks and the near- List of Bank Directors in the principal cities, 
est banking point. and other valuable matter. 


EVERY BANKER, BANK NOTARY, CASHIER, BOOKKEEPER, BROKER, MERCHANT AND BUSINESS 
MAN SHOULD SUBSCRIBE TO THIS WORK 


Single Copy, Cloth (post paid) - - $2.50 
Yearly Subscription (which includes two cloth bound copies and two paper) $6.00 


29 Murray Street, NEW YORK 


The American Banker wos" | 


CONTAINS EACH WEEK: 


Address 
PUBLICATION OFFICE: 


EDITORIAL: The treatment of banking 
matters especially, is insisted on. The 
movements of business and the money 
markets are carefully analyzed. 

BANKING NEWS: We give a list of all 
new banks each week, a list of failed and 
closed banks and changes in title and 
management. Considerable space is also 
devoted to the special mention of changes. 

NATIONAL BANKS: The Comptroller of 
the Currency supplies us weekly with com- 
plete reports relative to the organization of 
National banks, applications for authority to 
organize such institutions, together with all 
the changes in officers and reserve agents. 

STATE AND PRIVATE BANKS: All 
new and closed organizations, changes and 
incorporations are reported each week. 

LEGAL DECISIONS: The latest decisions 
of the courts in bank cases are carefully 
digested and arranged by experienced law- 
yers each week. 

GENERAL NEWS ITEMS: Matters of 
especial interest occurring in the business 
world are arranged in brief paragraphs, 
giving a comprehensive review of the week. 


BANKERS’ ASSOCIATIONS: 
AMERICAN BANKER” is the only journal 
which gives reports of the proceedings of 
the banking associations in full. It has 
been the first to advocate and support this 
movement among bankers and has been 
instrumental in the organization of several 
associations. It will not be long before 
every state in the Union has its organiza- 
tion of bankers, and wide-awake bankers 
will want an authentic report of the delib- 
erations of these associations. 

INVESTMENT OPPORTUNITIES: 
Under this head are described the latest 
issues of municipal, county and railroad 
bonds, stock offering of banks, commercial 
associations, etc. 

CLEARING HOUSE RETURNS: The 
clearing house returns of the cities of 
New York, Boston and Philadelphia, are 
given in detail. The total weekly clear- 
ings of every clearing house in the country 
is also recorded. 

OBITUARY RECORD: A record of all 
deaths of bank officers is given under 
this head each week. 


Subscription Price, $4.00 per Year 
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THE SILVER QUESTION. 


The following publications, issued by the 


American Academy of Political and Social Science, 


are practically invaluable to anyone who desires to be thoroughly 
posted on the leading problem of the day, THE SILVER QUESTION: 


The Use of Silver as Money in the 


United States. 
An Historical Study, by Professor A. B. 
WoopForD, School of Social Eco- 


The Monetary Situation in Ger- 
man 


By Dr. WALTHER Lotz, Professor of 
Finance in the University of Munich, 


nomics, New York, Price, 35 Cents. Price, 25 Cents. 
How to Save Bimetallism. 
By the late Duc DE NOAILLEs, - Price, 15 Cents. 
Indian C Theory of Final Utility in its Rela- 


By Sir Guitrorp L. MOLEsSwoRTH, 
Delegate from India to the Brussels 
Monetary Conference, 

Price, 35 Cents. 


tion to Money and the Stand- 


atd of Deferred Payments. 
By the late Dr. L. S. MERRIAM, 


Price, 25 Cents. 


The Multiple Money Standard. 


By Professor J. ALLEN SMITH, 


- -  -  - Price, 50 Cents. 


The Standard of Deferred Pay- 


men 
By Professor Epwarp A. Ross, Stan- 
ford University, Price, 15 Cents. 


The Total Utility Standard of 


Deferred Payments. 
By Professor E. A. Ross, 
Price, 25 Cents. 


Any of the above will be sent postpaid on 
receipt of price, or the whole eight ye. 


lications will be sent for - 


$1.50... 


American Academy of Political and Social Science, 
STATION B, PHILADELPHIA, U. S. A. 


Librairie Guillaumin et Cie, Rue Richelieu, 14.—\ Paris 
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et vers primes.—Bulletin.—Société d’économie politique. (Séance du 5 Juin 
1896.) Discussion: Del’état de l’enseignement économique en France.— 
Comptes rendus.—Chronique économique et bulletin bibliographiques. 
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L’Ironie des faits et le protectionnisme.— Le mouvement -agricole.— Revue des publi- 
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LA REVUE SOCIALISTE 


Paraissant chaque mois en livraisons de 128 pages 


Fondee par BENOIT MALON, Dirigee par GEORGES RENARD 
10, Rue Chabanais, a PARIS (France) 


Chaque numéro contient: plusieurs articles de fond sur des sujets 
philosophiques, politiques et économiques; une étude sur les faits 
sociaux d’actualité; un article intitulé, ‘La question sociale devant 
les corps élus;’’ des nouvelles et des poésies ; des exposés du mouve- 
ment social en France et a l’étranger; une critique régulaire des 
ceuvres littéraires, artistiques et dramatiques; une revue des pério- 
diques, journaux et revues; des analyses de tous les ouvvrages impor- 
tants. 


Parmi les principaux articles publiés par La Revue Socialiste 
depuis 1’été dernier, nous avons remarqué les suivants: 


No DE MARS 1896 


L’Idéalisme social - Eugéne Fourntér 
L’Agiotage sur les mines dor - - - : ustin Alavatll 
Poésies - Paul Buguet 
Le socialisme et la Peychologie du raisonnement - - Lerboglio 
L’Inspection du travai Belgique . - - Emile Vandervelde 
No DE AVRIL 1806. 
Méthode de Conciliation ou de Synthese - - - - Léon Walras 
Notes sur le en France - - - Louis Paoli 
Leurs aqguments anticollectivistes Henri Brissac 
Sonnets - Marcel Réja 
Le Chansonnier lillois Alexandre Desrousseaux - - - BE. Museunx 
Pierre - ” Dr. Julien Pioger 
M. le qoonlen président Fabreguettes et la Question ouvritre Paul Grenier 
No DE MAI 1896 

Crise constitutionnelle - - Georges Renard 
Organisation socialiste (Chap. ¥. La Production ‘socialiste - - ean Jaures 
La Propriété fonciére & Java Rienzi (Van Kol) 
Aux Fils de la terre - - : - < J. -R. Phalippou 
Socialisme insfgral et - Georges Renard 

des Paysans en Russie E. Rubanovitch 
Le Socialisme | en Espagne - Marié Oswald 

No DE JUIN 

Les Propagateurs de 1’Internationale en France - : Albert Richard 
Théorie de la Propriété - : - Léon Walras 
Les ouvritses Dr. Julien Pioger 
L’Oubli - - Louts Sauty 
Un Dépot de Mendicité Paul de Kérongal 
La Solidarité et l’Individualisme - Pierre Denis 
Un Essai de République mutualiste - - - - Laterrade 


No DE JUILLET 


La Socialisme séparé de |’ Anarchisme : Georges Renard 
Essai de Propagande socialiste dans les Campagnes - : - Dr. Delon 
Théorie de la Propriéte (sti et fin) - - - Léon Walras 
Un Dépot de suite et fin) Paul de Kérongal 
Les Trois Larmes du C Marc Amanieux 
Sergius Stepniak - - Pierre Boz 
Socialistes et Démocrates en 1 Italie - - - - - Eudemone 
No DE AOUT 1896 
Les Résultats du Méline - Paul Louis 
Le Peuple et les Fetes Rioux de Mailiou 
Les Valeurs au porteur et les Droits | de succession - - - Tony Tardieu 


De l’Enclume au Marteau - - Marcel Robert 
: - Marcel Réja 


Le Congres International de Londres George Renard 


Prix d’abonnement pour Tous Les PAYS DE L’UnIon PosTALe: 
Six mois: 10 francs. Un an: 20 francs. Le numéro: 1 franc 75 centimes. 
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VERLAG VON DUNCKER & HUMBLOT IN LEIPZIG. 


JAHRBUCH Fur GESETZGEBUNG, VER. 


WALTUNG uno VOLKSWIRTSCHAFT 
IM DEUTSCHEN REICH, 


HERAUSGEGEBEN VON 


GUSTAV SCHMOLLER, 


PROFESSOR AN DER UNIVERSITAT BERLIN. 
JAHRLICH 4 HEFTE A ca. 7 MK. INHALT DER NEUESTEN HEFTE : 


XX. Jahrgang. I. Heft: Uber Sparsamkeit und Luxus vom Standpunkte der nationalen 
Kultur- und Socialpolitik. Yon H. HERKNER (Freiburg). Studien zur dsterreichischen Agrargeschichte 
und Agrarpolitik. Von K. GrUNBERG (Wien). Untersuchung der wirtschaftlichen Verhiltnisse in 24 
Gemeinden des Kénigreichs Bayern. Von v. HAAG (Miinchen). Die russische Bauernbank mit besond. 
Beriicksichtigung des K6nigreichs Polen. Von L. v. ZAKRZEWSKI (Warschau). Die Umwalzungen 
in der landlichen Verfassung Béhmens seit 1618. Von TH. Lupwic (Kéln). Zur Geschichte der 
Grundeigentumsformen in Kleinrussland. Von I. LutscHizky (Kiew). Die bauerliche Erbfolge im 
rechtsrheinischen Bayern. Von M. SERING (Berlin). Kleinere Mittheilungen. Litteratur. iv und 347 
Seiten. Preis 7.60 Mk. 

XX. Jahrgang. II. Heft: Nietzsches ethische und sociologische Anschauungen. Von K. 
Breysic (Berlin). Die Lage der Arbeiterinnen in der Berliner Papierwaaren-Industrie. Von ELISABETH 
GNAUCK-KUHNE (Berlin). Deutsches Privatrecht. Von E. Huser (Bern). Das wiirtembergische 
Vereins- und Versammlungsrecht. Von L. JoLiy (Tiibingen). Die Arbeiterverhaltnisse der Eisen- und 
Stahlhiittenindustrie Grossbritanniens. Auf Grund einer Instruktionsreise dargestellt von W. zUR 
NiEDEN. Zur Methodik der Socialwissenschaft. Von G. SIMMEL (Berlin). Kleinere Mittheilungen 
Litteratur. Etwa 400 Seiten. Preis ca. 8 Mk. 
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A new and especially valuable feature of the JouRNAL, begun in last number, is the 
“Index to Sociological Literature in the Periodicals.”” This index covers the title, and 
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Sommaire du N° 24.—Juin. 


I. La Banque de France et le Renouvellement du Privi- 


lege, par M. Fournier de Flaix. 
II. Un ae a faire en Matiere de Prévoyance Sociale, 
Drake, Député. 
III. La Réorganisation Administrative de Algérie, om M. 
Fleury-Ravarin, Député 
IV. La Hongrie les de son Existence, 
rM. Be ksics, ancien Membre du Parlement 
ngrots. 
V. La Réform des Droits de 
gérie, par M. Maurice 
VI. Le Bimétallisme gp see 
VII. Variétés : 
° Etat Général et Comparatif du Régime Fiscal en 
France, par M. L, Salefranque. 


rains: M, Frere-Or- 
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de Statistique en Al- 
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» par &. 
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ues et Sociales, 


1X. La Vie et a 


1° Angleterre, par M. M’Kenna, Membre du 
arlement anglats. 


2° Greéce, par M. Philarétos, Membre du Parle- 
ment grec. 


3° Suisse, par M. Numa Droz, 
4° Australie, par B.-W. Wise. 
X. La Vie Politique et Parlementaire en France: 


1° La Politique Extérieure du Mois, par M. Fran- 
cis nsé, 


2° Chronique Politique Intérieure, par M. Félix 
Roussel. 


3° La Vie Parlementaire, par * * * 

XI. Chronologie Politique Etrangére et Francaise, par 
XXX. 

XII. Bibliographie. 
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I, L’Esprit du B : Les I et les Revenus, par 
Maurice Block, Membre de P institut. 
II. Les Goigee des Ecoles et Leur Situation Légale, par 
M. Beurdeley, Matre du ViIle 
III. Les Liections Esp: par M. Lefevre-Pontalis, 
Membre de P Institut. 
IV. Le Tarif Légal des Notaires, par M. A. Douarche. 
V. Les Progres de 1’Assurance sur la Vie, par M. E. 
Rochetin. 
VI. La des Instituteurs, par A, Albert- 
t. 
VII, Le Morcellement des Valeurs Mobilieres, par M. A. 
Neymarck. 
VIII. Variétés, Notes, Voyages, et Documents: 
Francfort 
par les Prussiens en 1866, par M. A. Raffalo- 
Membre de P institut. 
2° P,-J. Proudhon, par M. Ch. de Lariviére, 
Sommaire du 


I. Les Conditions du Travail et le Collectivisme, par M. 
Bougr, Députe. 
II, Le Mouvement Féministe en Angleterre, par Me. M. 
Fawcett. 


1° Il y a Trente Ans: 


III. Le Protectionnisme Agraire en Belgique, par M. L. 
Strauss. 
IV. Conciliation et Arbitrage Facultatifs ou Obligatoires? 
par M. A, Spire. 
V. La Stonsies Publique en Chemin de Fer et la ys 
des Mécaniciens et Chauffeurs, par M. R, Jour- 


dain. 
VI. Le Droit d’Association et le Rapport de M. Goblet 
M. H. Brice. = 


Vil, 


° Etat général et comparatif du Régime Fiscal de 


2° Le Prince Férdinand et !’Eglise Bulgare, par * ** 
3° Notes sur les Etats-Unis, par M. J. de Pulligny. 


3° Souveraineté du Poupie et Gouvernement, par 
M. Th. Ferneuil. 


IX. Rompe da Principales Questions Politiques et Soci- 


Revue des Questions Agricoles, par M. D. Zolla. 
X. La Vie Politique et Parlementaire & ]’Etranger: 


1° Danemark, par M. Carstensen, Membre du 
Landsthing. 


2° Italie, par M. L. Luzzatti, Membre du Parle- 


ment italien, 
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1° La Politique Extérieure du Mois, M. Fran- 
cis 


2° Chronique Politique Intérieure, par M. Félix 


3° Le Vie Parlementaire, par*** 
XII. Chranalopie Politique Etrangére et Francaise, par 
XIII. Bibliographie. 
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1° Revue des tions Financiéres 
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2° .> Transports, par M. C. 
son. 


3° Revue des Questions Ouvritres, par Fousalme. 
1X. La Vie Politique et Parlementaire a |’Etranger: 


1° Belgique, par M. Loraud, Membre du Parie- 
ment belge. 


2° Pays-Bas, par M. Macalester Loup. 
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La Politique Extéri i 
2° La Vie Parlementaire, par * * * 
XI. Chronologie Politique Etrangére et Fracaise p‘nar XXX 
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Edited by the Department of Political Economy. 


Editor, J, LAURENCE LAUGHLIN. Managing Editor, T. B. VEBLEN. 


While cordially welcoming scholarly contributions on topics of 
purely theoretical or speculative interest, The Journal is established 
primarily to promote the scientific treatment of problems in 

Practical Economics, 
and devotes a large share of its space to the sifting and publication of 
facts that bear immediately upon business interests, touching Banking, 
Money, Railway Transportation, Shipping, Taxation, Socialism, Wages, 
Agriculture, and the like. 

Contributions of a scientific character, from writers of all shades of 
opinion, are welcomed, the editorial management assuming, however, 
no responsibility for matters of opinion, and reserving the right to 
exercise discretion regarding the timeliness of any particular discussion. 
‘While contributions published by The Journal are essentially scientific, 
the constant aim is that the discussion shall at the same time be made 
instructive and interesting to the general reader. 

; Editorial communications and books for review should be addressed 
to THe EpiTor OF THE JOURNAL OF PoLiTICAL Economy, University 
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VI. Book Reviews. 
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- F. U. Laycock 
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The University of Chicago. 
Department of Political Economy 


Fellowships. 


Two Fellowships yielding an annual income of $520, two Fellowships 
yielding an annual income of $320, and one Special Fellowship yielding an 
annual income of $420, are assigned to students in this Department. 

Applications must be received not later than April Ist, of each year. Full 
information may be had by addressing the Examiner. 


Publications. 


The Department publishes THE JOURNAL OF POLITICAL ECONOMY, issued 
quarterly, in December, March, June, and September, at $3 per year. 

A series of Economic Studies is also published, from time to time, to comprise 
translations of important works in foreign languages; reprints of scarce books 
and documents of value to economic students; original investigations; collec- 


tions of materials. 
Nos. 1 and 2 of this series, COHN’s Science of Finance (translated by T. B. 


Veblen), and Zhe History of the Union Pacific Railway, by H. K. WHITE, have 
been published; No. 3, ELLSTAETTER’s /ndian Silver Currency (translated by 


J. Laurence Laughlin), is in press. 
Courses of Instruction. 


The following courses of study are offered by the Department in 1895-6: 


SUMMER QUARTER. 7. Socialism. 
: 1. Principles of Political Economy. 9. Money. 
1A. Advanced Political Economy. 12, Railways. 
[i9. Seminar in Finance.] 
AUTUMN QUARTER. 
1. Principles of Political Economy. 
§. History of Political Economy. SPRING QUARTER. 
7. Socialism. [2. Economic and Social History.] 
9. Money. 4. Unsettled Problems. 
10. Statistics. 8A. Social Economics. 
11. Advanced Statistics. 14. Financial History of the United 
13. Tariff History. States. 
20. Seminar. 
16. iculture. 
WINTER QUARTER. 17. Banking. 
1A. Advanced Political Economy. 18. Oral Debates. 
1B. Descriptive Political Economy. {19. Seminar in Finance. 
[2. Economic and Social History. ] 20. Seminar. 
3 “a and Method of Political 
conomy. 


Courses inclosed in [ ] will not be given in 1895-96. All courses run for twelve / 
weeks : Courses 1 and 1A are five hours a week ; Course 18 is three hours a week; all 
others are four hours a week. The entire volume of courses offered the present year 
aggregates 1236 hours. 


For information address THE EXAMINER, 
THE UNIVERSITY OF CHICAGO, Chicago, III. 
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Published quarterly, in December, March, June, and September 
of each year, by The University of Chicago. 


Edited by the Department of Political Economy. 


Editor, J. LAURENCE LAUGHLIN. Managing Editor, T. B. VEBLEN. 


While cordially welcoming scholarly contributions on topics of 
purely theoretical or speculative interest, The Journal is established 
primarily to promote the scientific treatment of problems in 


Practical Economics, 


and devotes a large share of its space to the sifting and publication of 
facts that bear immediately upon business interests, touching Banking, 
Money, Railway Transportation, Shipping, Taxation, Socialism, Wages, 
Agriculture, and the like. 

Contributions of a scientific character, from writers of all shades of 
opinion, are welcomed, the editorial management assuming, however, 
no responsibility for matters of opinion, and reserving the right to 
exercise discretion regarding the timeliness of any particular discussion. 
While contributions published by The Journal are essentially scientific, 
the constant aim is that the discussion shall at the same time be made 
instructive and interesting to the general reader. 

Editorial communications and books for review should be addressed 
to THe EDITOR OF THE JOURNAL OF PoLiTICAL Economy, University 
of Chicago, Chicago, lll., U. S. A. 

Business letters, subscriptions, advertisements, etc., should be 
addressed to THe UNIVERSITY OF CHICAGO, UNIVERSITY PREss Divisi0Nn, 
Chicago, 
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I, Money and Credit Paper in the Modern Market - - - Willard Fisher 
II. Evolution of the Idea of Value - - : - W. G. Langworthy Taylor 
HI. Taxation in Chicago and Philadelphia - - John R. Commons 

IV. Notes on the History of “Unemployment” and Relief 
Measures in the United States - - - Carlos C. Closson 

V. Notes.—Miscellanies. 

Honest Money - - - - - - #. U. Laycock 


VI. Book Reviews. 
VII. Appendix.—Decision of the Supreme Court in the Income-Tax Cases. 


December 1895. 
I. State Bank of Indiana - - - - - - - William F. Harding 
Il. Income Taxation in France - . - - - - H. Parker Willis 
III. Short Route to Europe and Canadian Ports - - Orlando Perkins Shannon 
IV. Hedonistic Interpretation of Subjective Value = - - - Henry W. Stuart 
V. Notes.—Use and Value of Census Statistics - - - - H. L. Bliss 


VI. Book Reviews. 
VII. Appendix.—Tables Relating to the State Bank of Indiana. 
Charter of the State Bank of Indiana. 
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No. 1. Coun’s SCIENCE OF FINANCE 


Authorized English edition of PRorEssor Gustav CouHn’s 
System der Finanszwissenschaft. Translated by Dr. T. B. 
VEBLEN. Revised and approved by the Author. 


Octavo, 800 pages. Cloth. Price $3.50. 


No. 2. History of the Union Pacific Railway 


By Henry Kirke WHITE. 
With Elaborate Statistical Tables and Charts. 


Octavo, 132 pages. Cloth. Price $1.50. 


No. 3. The Indian Silver Currency 


By Translated from the German by 
PROFESSOR J. LAURENCE LAUGHLIN. 


Octavo, 116 pages. Cloth. Price $1.25. 
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The University of Chicago. 


Department of Political Economy 


Fellowships. 

During the year 1895-6, there have been assigned to students in this Depart- 
ment two Fellowships yielding an annual income of $520, two Fellowships 
yielding an annual income of $320, and one Special Fellowship yielding an 
annual income of $420. 

Applications must be received not later than April Ist, of each year. Full 
information may be had by addressing the Examiner. 


Publications. 


The Department publishes THE JOURNAL OF POLITICAL ECONOMY, issued 
quarterly, in December, March, June, and September, at $3 per year. 

A series of Economic Studies is also published, from time to time, to comprise : 
translations of important works in foreign languages; reprints of scarce books 
and documents of value to economic students; original investigations; collec- 
tions of materials. 

Nos. 1, 2 and 3 of this series, CouN’s Science of Finance (translated by T. B. 
Veblen), Zhe History of the Union Pacific Railway, by H. K. WuITE, and ELL- 
STAETTER’S Indian Silver Currency (translated by J. Laurence Laughlin), have 
been published; Zhe History of the Latin Union, by HENRY PARKER WILLIs, 


is in preparation. 
Courses of Instruction. 
The following courses of study are offered by the Department in 1895-6: 


SUMMER QUARTER. 7. Socialism. 
1. Principles of Political Economy.. 9. Money. 
1A. Advanced Political Economy. 12, Railways. 


19. Seminar in Finance. 
AUTUMN QUARTER. 26. Seminar, 
1. Principles of Political Economy. 
2. Economic and Social History. SPRING QUARTER. 
7. Socialism. 3: ye and Method of Political 
con 


9. Money. omy. 
10. Statistics. 4. Unsettled Problems. 


11. Advanced Statistics. 8A. Social Economics. 
Financial History of the United 


13. Tariff History. 14, 
20. Seminar. States, 
15. Finance. 
WINTER QUARTER. 16. Agriculture. 
1A, Advanced Political Economy. 17. Banking. 
1B. Descriptive Political Economy. 18. Oral Debates. 
2. Economic and Social History. 19. Seminar in Finance. 
5. History of Political Economy. 20. Seminar. 


All courses run for twelve weeks: Courses 1 and 1A are five hours a week; 
Course 18 is three hours a week; all others are four hours a week. The entire volume 


of courses offered the present year aggregates 1344 hours. 


For information address THE EXAMINER, 
THE UNIVERSITY OF CHICAGO, Chicago, Ill. 
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CREDIT DEVICES AND THE QUANTITY THEORY H. PARKER WILLIs 


FACTORY LEGISLATION FOR THE PROTECTION 
OF WOMEN AND CHILDREN IN ITALY . Brociio p’AJANO 


TRANSPORTATION ON THE GREAT LAKES . GeorcE TUNELL 


SUBJECTIVE AND EXCHANGE VALUE W. Stuart 
NOTES 
MISCELLANIES 
FRENCH INCOME-TAX BILL OF 1895 H. PARKER WILLIS 
RECENT PROGRESS OF SOCIAL ANTHROPOLOGY CarRLos C, CLOsson 


BOOK REVIEWS 
Bonn’s Spaniens Niedergang.—CAaRRoOLu's Principles and Practice of Finance.— 
HeEwLm’s Joint Standard.—Tuompson’s Political Economy for High Schools and 
Catholic Socialism Von Darwin bis Nietssche-—STaRK- 
ENBURG’s Die Drohende Physiche 
Entartung der Culturvilker—SEEBOHM’S Tribal System in Wales.—RouND's Feudal 


England. 
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The Journal of Political Economy 


Published quarterly, in December, March, June, and September 
of each year, by The University of Chicago. ‘ 


Edited by the Dep&rtment of Political Economy. 


Editor, J. LAURENCE LAUGHLIN. Managing Editor, T. B. VEBLEN. 


While cordially welcoming scholarly contributions on topics of 
purely theoretical. or speculative interest, The Journal is establisied 
primarily to promote the scientific treatment of problems.in 

Practical Economics, 
and devotes a large share of its space to the sifting and publication of 
facts that bear immediately upon business interests, touching Banking, 
Money, Railway Transportation, Shipping, Taxation, Socialism, Wages, 
Agriculture, and the like. 

Contributions of a scientific character, from writers of all shades of 
opinion, are welcomed, the editorial management assuming, however, 
no responsibility for matters of opinion, and reserving the right to 
exercise discretion regarding the timeliness of any particular discussion. 
While contributions published by The Journal are essentially scientific, 
the constant aim is that the discussion shall at the same time be made 
instructive and interesting to the general reader. 

Editorial communications and books for review should be addressed 
to THE EDITOR OF THE JOURNAL OF PoLiTicaL Economy, University 
of Chicago,»Thicago, Ill., U. S. A. 

Business letters, subscriptions, advertisements, etc., should be 
addressed to THe UNIVERSITY OF CHICAGO, UNIVERSITY PREss Division, 
Chicago, 

Contents of Recent Numbers. 


December 
I, State Bank of Indiana -~— - - + + William F. Harding 
II. Income Taxation in France - - - - i. Parker Willis 
I1I. Short Route to Europe and Canadian Ports - - Orlando Perkins Shannon 
IV. Hedonistic Interpretation of Subjective Value -  - - Henry W. Stuart 
V. Notes,—Use and Value of Census Statistics - - - Bliss 


VI. Book Reviews 
VII. Appendix.—Tables Relating to the State Bank of Indiana 
Charter of the State Bank of Indiana 


March 1896. 
I, Quantity Theory of the Value of sunny - - - - Wesley C. Mitchell 
II. Wages in the United States - - : - Emile Levasseur 
III. Vienna eye | Treaty of 1857 - - - - - Henry Parker Willis 
IV. Subjective and Exchange Value - - - Henry W. Stuart 


V. Notes.—Miscellanies. 
Growth and Character of the Commerce of the Great Lakes George Tunell 
VI. Book Reviews 
VII. Appendix.—The German Monetary Treaty of 1857 
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ECONOMIC STUDIES OF THE UNIVERSITY OF CHiCAGO 


No. 1. Coun’s ScIENCE OF FINANCE 


_ Authorized English edition of Prorzssor Gustav Coun’s 
System der Finanzwissenschaft. Translated by Dr. T. B 
VEBLEN. Revised and approved by the Author. 


Octavo, 800 pages. Cloth. Price $3.50. 


No. 2. History of the Union Pacific Railway 


By Henry Kirke WHITE. . 
With Elaborate Statistical Tables and Charts. 


Octavo, 132 pages. Cloth. Price $1.50. 


No. 3. The Indian Silver Currency 


By Translated from the German by 
PROFESSOR J. LAURENCE LAUGHLIN. 


Qctavo, 116 pages. Cloth. Price $1,25. 
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The University of Chicago. 


Department of Political Economy 


Fellowships. 


During the year 1895-6, there have been assigned to students in this Depart- 
ment two Fellowships yielding an annual income of $520, two Fellowships 
yielding an annual income of $320, and one Special Fellowship yielding an 
annual income of $420. 

Applications must be received not later than April Ist, of each year. Full 
information may be had by addressing the Examiner. 


Publications. 


The Department publishes THE JOURNAL OF POLITICAL ECONOMY, issued 
quarterly, in December, March, June, and September, at $3 per year. 

A series of Economic Studies is also published, from time to time, to comprise 
translations of important works in foreign languages; reprints of scarce books 
and documents of value to economic students; original investigations; collec- 


tions of materials. 
Nos. 1, 2 and 3 of this series, CoHN’s Science of Finance (translated by T. B. 


Veblen), 7he History of the Union Pacific Railway, by H. K. Wuite, and E..- 
STAETTER’'S J/ndian Silver Currency (translated by J. Laurence Laughlin), have 
been published; Zhe History of State Aid to Railways in Missouri, by JOHN 
W. MILLION, is in press. 


Courses of Instruction. . 
The following courses of study are offered by the Department in 1896-7: 


SUMMER QUARTER. 7. Socialism. 
I, Principles of Political Economy. 9. Money. 
1A. Advanced Political Economy. 12. Railways. 
AUTUMN QUARTER. 19. Seminar in Finance. 


1. Principles of Political Economy. 20. Seminar. 


2. Economic and Social History. 


5. History of Political Economy. SPRING QUARTER. 


9. Money. 4. Unsettled Problems. 
10. Statistics. 7. Socialism. 
11, Advanced Statistics. 8A. Social Economics. 
13. Tariff History. 14. Financial History of the United 
20. Seminar. States. 

WINTER QUARTER. 15. Finance. 
1A, Advanced Political Economy. 16, Agriculture. 
1B. Descriptive Political Economy. Banking. 
2. Economic and Social History. 18. Oral Debates. 
3. Sco and Method of Political 19. Seminar in Finance. 

20. Seminar. 


conomy. 


All courses run for twelve weeks: Courses ‘1 and 1A are five hours a week; 
Course 18 is three hours a week; all others are four hours a week. The entire volume 
of courses offered the present year aggregates 1344 hours. 


For information address THE EXAMINER, 
THE UNIVERSITY OF CHICAGO, Chicago, IIl. 
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No. 4 
The Journal 
OF 
‘ 


“s 


Political Economy 


SEPTEMBER —1896 


I HISTORY AND PRESENT APPLICATION OF THE 


QUANTITY THEORY... . . H, Parker 
II SOCIAL SELECTION . .. . . . .  Cartos C. Crosson 
III HADLEY’S ECONOMICS. W. G. LancwortHy TAYLOR 
IV THE NATURAL BASIS OF INTEREST. ; FREDERIC W. SANDERS 
NOTES 

MISCELLANIES 

Prorgsson HADLEY’s CHAPTER ON TAXATION . GrorcE TUNBLL 

THE or INDEX NUMBERS . . Oxer 
VI BOOK REVIEWS 


Taussic’s Wages and Capital—Blue Book of American Shipping,—CONANtT’s History 
of Modern Banks of Issue—Tanvy's Voluntary Socialism—WaAxwWEILER’s Hauts 
Salaires aux Etats Strikes and Social 
Problem of the Aged Poor —MAt.ocx’s Classes and Masses.— Brucr’s Economic History 
of Virginia in the Seventeenth Century.—BERTILLON’S Cours de Statistique administra- 
tive.—WILLOUGHBY’s Mature of the Social England (Volume IV), 


cHIcaGo ILL. U.S.A. 
The Bunibversity of Chicago Press 
75 Cents a Copy. 


$3.00 A YEAR. 
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The Journal of Political Economy 


Published quarterly, in December, March, June, and September 
of each year, by The University of Chicago. 


Edited by the Department of Political Economy. 
Editor, J, LAURENCE LAUGHLIN. Managing Editor, T. B. VEBLEN. 


While cordially welcoming scholarly contributions on topics of 
purely theoretical or speculative interest, The Journal is established 
primarily to promote the scientific treatment of problems in 


Practical Economics, 


and devotes a large share of its space to the sifting and publication of 
facts that bear immediately upon business interests, touching Banking, 
Money, Railway Transportation, Shipping, Taxation, Socialism, Wages, 
Agriculture, and the like. 

Contributions of a scientific character, from writers of all shades of 
opinion, are welcomed, the editorial management assuming, however, 
no responsibility for matters of opinion, and reserving the right to 
exercise discretion regarding the timeliness of any particular discussion. 
While contributions published by The Journal are essentially scientific, 
the constant aim is that the discussion shall at the same time be made 
instructive and interesting to the general reader. 

Editorial communications and books for review should be addressed 
to THe EpiTor OF THE, JOURNAL OF POLITICAL Economy, University 
of Chicago, Chicago, IIl., U. S. A. 

Business letters, subscriptions, advertisements, etc., should be 
addressed to THE UNIVERSITY OF CHICAGO, UNIVERSITY PREss Division, 
Chicago, II. 

Contents of Recent Numbers. 


March 1896. 
I, Quantity Theory of the Value of Money - - - - Wesley C. Mitchell 
II. Wages in the United States - - - - - . - Emile Levasseur 
III. Vienna Monetary Treaty of 1857 - - - : : Henry Parker Willis 
IV. Subjective and Exchange Value - - - - - - Henry W. Stuart 


V. Notes.—Miscellanies. 
Growth and Character of the Commerce of the Great Lakes George Tunell 
VI. Book Reviews 
VII. Appendix.—The German Monetary Treaty of 1857 


June 1896. 
I. Credit Devices and the Quantity Theory = - - + H. Parker Willis 
Il. Factory Legislation for the Protection of Women and Children 
in Italy - - - - Romolo Broglio d Ajano 
III. Transportation on the Great Lakes : : - - : George Tunell 
IV. Subjective and Exchange Value : - - : - Henry W. Stuart 
V. Notes.— Miscellanies 
French Income-Tax Bill of 1895 - - - - - 4H. Parker Willis 
Recent Progress of Social Anthropology - - : Carlos C. Closson 


VI. Book Reviews 
VII. Appendix.— Tables relating to Transportation on the Great Lakes. 


PRICE, $3.00 PER YEAR, for all Countries within the Postal Union. 
All remittances should be made payable to the order of THE UNIVERSITY OF CHICAGO. 


' 
| 
| 
j 
t 


ECONOMIC STUDIES OF THE UNIVERSITY -OF CHICAGO 


No. 1. Coun’s SCIENCE OF FINANCE 


Authorized English edition of PRorgzssor Gustav CoHn’s 
System der Finanzwissenschaft. Translated by Dr. T. B 
VEBLEN. Revised and approved by the Author. 


Octavo, 800 pages. Cloth. Price $3.50. 


No. 2. History of the Union Pacific Railway 


By Henry Kirke WHITE. 
With Elaborate Statistical Tables and Charts. 


Octavo, 132 pages. Cloth. Price $1.50. 


No. 3. The Indian Silver Currency 


By Kart ELtistartrer. Translated from the German by 
PROFESSOR J. LAURENCE LAUGHLIN. 


Octavo, 116 pages. Cloth. Price $1,25. 


In Press 


No. 4. State Aid to Railways in Missouri 


By Joun Witson MIL tion. 


In Preparation 


No. 5. History of the Latin Union 


By Henry ParkKER WILLIS. 


THE UNIVERSITY OF CHICAGO 
UNIVERSITY PRESS DIVISION. 
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The University of Chicago. 


rie FOUNDED BY JOHN D. ROCKEFELLER 


Department of Political Economy 


Fellowships. 


During the year 1895-6, there have been assigned to students in this Depart- 
ment two Fellowships yielding an annual income of $520, two Fellowships 
: yielding an annual income of $320, and one Special Fellowship — an 
annual income of $420. 

Applications must be received not later than March Ist, of each joes. Full 
informati »n may be had by addressing the Examiner. 


Publications. 


The Department publishes THE JouRNAL OF POLITICAL ECoNomyY, ened 
quarterly, in December, March, June, and September, at $3 per year. 

A series of Economic Studies is also published, from time to time, to comprise 
translations of important works in foreign languages; reprints of scarce books 
and documents of value to economic students; original investigations; collec- 
tions of materials. 

Nos, 1, 2 and 3 of this series, CoHN’s Science of Finance (translated by T. B. 
Veblen), Zhe History of the Union Pacific Railway, by H. K. and 
STAETTER’S Indian Silver Currency (translated by J. Laurence Laughlin), have 
been published; Zhe History of State Aid to Railways in Missouri, by JOHN 
W. MILLION, is in press. 


Courses of Instruction. 


: The following courses of study are offered by the Department in 1896-7: 
SUMMER QUARTER. 7. Scope and Method of Political 


1. Principles of Political Economy. 3 eine : 
2. Advanced Political Economy. R 
12. Railway Transportation. 
AUTUMN QUARTER. 26. Seminar in Finance. 
1. Principles of Political Economy. 32. Seminar. 
6. History of Political Economy. ‘SPRING QUARTER 
. Statistics. 
5. Economic and Social History. 
11. Tariff History. 
21. Money. 
. Agriculture. 
24. Advanced Statistics. 
15. Oral Debates. 
WINTER QUARTER. 23. Unsettled Problems. 
\ 2. Advanced Political Economy. 28. Banking. 
3. Descriptive Political Economy. 29. Social Economics. 
4. Economic and Social History. 33. Seminar. 


All courses run for twelve weeks: Courses 1 and 2 are five hours a week; 
Course 15 is three hours a week; all others are four hours a week. The entire volume 
of courses offered the present year aggregates 1344 hours. 
For information address THE EXAMINER, 
THE UNIVERSITY OF CHICAGO, Chicago IIl., 
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